The COMMERCIAL and 
FINANCIAL CHRONICLE 





iN: : 
Of pac LY 


ESTABLISHED 1839 


Reg. U. S. Pat. Office 





New York 7, N. Y., Thursday, February 23, 1956 


Price 40 Cents a Copy 








Volume 183 Number 5510 FER tet 
“0 1956 

EDITORIAL CUSiNESs oumes tes 
10M 


As We See lt 


It is interesting and significant—it would also 
be highly amusing were the matter not so serious 
—to take note of the differences of opinion and 
the uncertainties of mind among the spokesmen 
for the farmers of the nation about what the gov- 
ernment ought to be doing for their clients. Of 
course, the farmer does not like to be told by 
Uncle Sam how much he may plant to this, that 
or the other crop, or what other things he may 
do in certain particulars. He is inclined to resent 
such controls even when he is paid to submit to 
them. And, with deep satisfaction be it noted, 
there are some among the professional agrarians 
who understand that it is not wise to continue 
to pile up unwanted surpluses. When studied 
against this background, it soon becomes evident 
that none of the current crops of remedies, in- 
cluding both those now being practiced and those 
being urged upon Congress, offers any real solu- 
tion to the problems by which the farmers of the 
country are faced. 


The truth of the matter seems to be that slowly, 
painfully and expensively, the situation is tend- 
ing to cure itself. It should not be so slow and 
certainly ought not to be so expensive to the coun- 
try as a whole, but apparently the natural forces 
‘of economics are slowly having their way. They 
would very likely in the end have their way with 
less pain even to the victims were government 
and the soi-disant friends of the farmer generally 
to step out of the way and let nature take its 
course with only such ameliorating steps, if any, 
as humanitarianism dictated. Such a doctrine, of 
course, finds no favor with the politicians. It finds 
less favor with the great rank and file of the 
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Overseas Markets in 1956 


By WALTER H. DIAMOND* 


Editor, McGraw-Hill American Letter 
Economist, McGraw-Hill International Corporation 


Trade authority analyzes 50 leading markets and antici- 
pates: (1) record high 1956 U. S. overseas commercial 
trade; (2) increased U. S. imports providing larger 
foreign dollar earnings, keeping U. S. exporter profits 
on 1955 par; (3) St. Lawrence Seaway not cutting into 
N. Y. Harbor trade as predicted; (4) N. Y.’s loss of 
first place without large scale improved maritime facili- 
ties; (5) increased West German competition in Latin 
America; (6) of 50 countries, 33 will be better custo- 
mers in 1956 than last year, compared with 47 in 1955; 
and (7) currency devaluation in France, Turkey, Pakis- 
tan, Philippines, Uruguay, Argentina and Brazil. Sees 
sales increase in raw materials, producers goods, farm 
and oil equipment, and decreases in autos and con- 
sumer goods. 


Overseas commercial trade of American industry dur- 
ing the coming year will be the greatest on record. 
Chiefly because of an expected 3% 
increase in U. S. imported goods, the 
combined total of non-military ex- 
ports and imports will approach 
$25.9 billion. Commercial shipments 
promise to maintain the extremely 
healthy rate reached in 1955. That 
means U. S. businessmen will sell 
nearly $14.3 billion worth of goods 
abroad—a 12% rise over the 1954 
base. Imports, on the other hand, 
will continue to climb so you can 
count on a new peak of more than 
$11.6 billion. 

Actual dollar volume of overseas 
sales will be‘only slightly higher 
in 1956 that last year, with the gain 
probably limited to around $150 
million. While 1955 will be remembered by most Ameri- 
can exporters for one of the sharpest jumps in their 
postwar business, so will 1956 go down in history as a 


Continued on page 37 
*An address by Mr. Diamond at the Export Managers Club of 
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How Long Can We 
Stand Prosperity 


By GEORGE W. COLEMAN* 
Economist, Mercantile Trust Co., St. Louis, Mo. 


Bank economist questions whether rate of growth will 
utilize expanding population and productivity and sug- 
gests watching indicative investment trends to help 
determine possible turning point in industrial activity. 
Mr. Coleman expects total busimess in 1956 will equal 
current level in spite of housing-auto decline, and finds 
the economy supported by: (1) inventory rebuilding; 
(2) increased plant-equipment expenditures; (3) in- 
creased Federal, state and local budgets; (4) long-range 
economic aid abroad; and (5) consumer spending rate 
at same and possibly higher end of year level. Problems 
resulting from full employment are described as: trying 
to maintain it; inflationary trend, and the inconvenient 
effect of monetary and fiscal credit tightening policies. 


I shall begin this discussion by stating that from an 
economic point of view at least we know the answer 
to the age-old philosophic question, 
“How high is up?” The economy is 
now operating close to maximum 
capacity, it cannot go much higher. 
It is true that the theoretical capac- 
ity might be slightly higher but it 
would involve the use of high cost 
machinery, inefficient labor, and 
expensive processes. “Up” can al- 
most be defined statistically. Gross 
National Product is now at an an- 
nual rate just below $400 billion a 
year. Per capita income is $1,700 per 
year. Total employment is more 
than 64 million and industrial pro- 
duction in the latest month is 144% 
of the 1947-49 average. Corporate 
profits are approaching all-time 
records and unemployment is only moderately above the 
all-time low. Even the stock market closed at an all- 


Continued on page 39 
*An address by Mr. Coleman before the Sales Executive Asso- 
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The Security I Like Best 


A continuous forum in which, each week, a different group of experts 
in the investment and advisory field from all sections of the country 
participate and give their reasons for favoring a particular security. 


(The articles contained in this forum are not intended to be, nor 
are they to be regarded, as an offer to sel! the securities discussed.) 


HUGH BRADFORD 
Partner, Southwestern Securities Co., 


Dallas, Texas 
Sabre Uranium Corporation 


I am sure that recommendation 
of a “uranium” corporation as a 
growth company rather than a 
rank speculation will bring cries 
of berror 
from many in 
the invest- 
ment field; 
however, 
there are 
quite a few 
factors com- 
prising the 
Sabre picture 
that make it 
unique among 
most of the 
uTani wm 
issues. The 
company was 
formed in 
1954, with an 
adequate income from over one 
and a half million barrels of oil 
reserves to assure sufficient funds 
for uranium exploration for many 
years. Its uranium property hold- 
ings were carefully selected, and 
were not just so much “moose 
pasture.” 

Mid-year 1955, Sabre, and sub- 
sequently Pinon Uranium Com- 
pany through a farmout, encoun- 
tered a uranium ore body in the 
Grants area of New Mexico that 
is unquestionably one of the 
largest in the country. At the 
present time estimates vary from 
4,000,000 tons to 6,000,000 tons. 

Because of the tremendous size 
of the ore body, of which Pinon 
Uranium holds a 50% interest, an 
agreement between the respective 
Boards has been reached concern- 
ing the merger of the two com- 
panies, and stockholder approval 
will be sought in Merch. The 
basis of the merger will be one 
share of the new Sabre-Pinon 
Corporation for each share of 
Pinon, and one share of Sabre- 
Pinon for each two shares of 
Sabre. It was apparent to both 
companies that a uranium mill 
would be desirable to seek further 
profits from this tremendous ore 
body. In order to insure compe- 
tent mining know-how and milling 
management, a tentative agree- 
ment has been reached with the 
American Metal Company, Ltd., 
wherein the American Metal 
Company will furnish the equity 
capital necessary to do the mining 
and build a sizable extraction 
mill. At the present time, the 
American Metal Company is 
working with the personnel of 
Sabre and Pinon on the develop- 
ment of the ore body, and is fur- 
ther compiling the necessary data 
to seek a milling permit from the 
Atomic Energy Commission. 


The profit potential in combin- 
ing mining and milling operations 
assures Sabre’s growth from a 
speculation into a leader in the 
field of uranium production, and 
a factor in the entire nuclear 
energy picture. 


Assuming that a permit is re- 
ceived, the tentative agreement 
between Sabre-Pinon Corporation 
and the American Metal Company 
thence becomes effective, Ameri- 
can Metal Company will furnish 
the equity capital for the con- 
struction of the mill and banks 
and insurance companies. will 
furnish the balance of the financ- 
ing. For this, the American Metal 
Company shall receive 25% of the 
common stock of the Sabre-Pinon 
Corporation, agree to a Manage- 
ment Contract until 1962, and 
have representation on the Sabre- 
Pinon board of directors. Uranium 


saugn Bradford 








mills have an accelerated tax 
write-off so the entire plant can 
be written off by 1962. 

While it is premature to make 
any definite statement regarding 
the earnings per share, I believe 
it is safe to say that all the com- 
pany’s indebtedness will be re- 
tired by 1962 and that through the 
use of its substantial income it 
should be able to increase its aszet 
value through further explora- 
tion, development of semi-proven 
reserves of known ore, and ex- 


pansion into other branches of 
nuclear energy beyord milling, 


several times its current value. 

To summarize— 

Sabre offers its stockholders an 
unusual growth potential for the 
following reasons: 

(1) Through the merger of 
Sabre into Sabre-Pinon Corpora- 
tion, an ownership of one of the 
largest known ore bodies in the 
United States today. 

(2) The outstanding capabilities 
and continuity of management by 
the American Metal Company. 

(3) The aggressive and youth- 
ful thinking of the Sabre-Pinon 
Corporation board, as well as the 
conservativeness and highly tal- 
ented American Metal Company 
board members. 

(4) Impressive earnings to in- 
sure important exploitation in the 
form of exploration of its prom- 
ising properties, and expansion 
into research, chemistry, and 
other phases in the nuclear en- 
ergy field. 

It is the writer’s recommenda- 
tion that this security is for 
growth purposes and it is being 
recommended for individuals ard 
investment trusts of growth cate- 
gorics. 

Sabre Uranium Corporation is 


unlisted. The issue is qualified 
in Texas, Tennessee, Utah, New 
Mexico, Colorado, New York, 
Massachusetts, Wisconsin, South 
Carolina, Delaware, Maryland, 
Nevada, New Jersey, Arizona, 
Virginia, and the District of 
Columbia. 


N. LEONARD JARVIS 
Partner, Hayden Stone & Co., 
New York City 


Members: New York Stock Exchange 


American Broadcasting-Paramount 
Theatres, Inc. (UPX) 


The motion picture shares have 
been under considerable pressure, 
but it seems to be that a company 
such as American 


Broadcasting- 
Paramount 
Theatres 
should be an 
exception. In 
fact, it has 
weathered the 
pressure bet- 
ter than the 
rest of the 
group, mainly 
because of its 
potential 
growth in 
television 
broadcasting. 
A year ago 
UPX had 639 
theatres and 
currently is operating 625 with its 
divestiture program calling for 
about 30 additional theatres to be 
sold. Earnings in the theatre divi- 
sion are believed to have been 
somewhat disappointing in Sep- 
tember up to about the middle of 
December, but since then business 
has been doing well. The outlook 
in this respect for 1956 has been 
improved considerably with the 
anticipated schedules of releases 
by various motion picture pro- 
ducers. 

Twentieth-Century Fox for ex- 


N. Leonard Jarvis 
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Their Selections 





Sabre Uranium Corpcration — 
Hugh Bradtord, Partner, South- 
western Securities Co., Dallas, 
Texas. (Page 2) 


American Broadcasting - Para- 
mount Theatres, Inc.—N. Leon- 
ard Jarvis, Partner, Hayden, 
Stone & Co., New York City. 
(Page 2) 
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ample is scheduled to release “The 


Man in the Grey Fiannel Suit’ 
with Gregory Peck, ‘“Carousel,” 
“The King and.I,” “Bus. S.op” 


with Mariiyn Monroe, “Anastasia” 
with Ingrid Bergman, all of waich 
look promising. 

Columbia Pictures with its 
“Picnic,’ ‘“‘The Harder They Fall” 
with Humphrey Bogart and “Ine 
Eddie Ducain Story’ are ex ecced 
to be hits. 

MGM's “I'll Cry Tomorrow” has 
already done exceptionally well 
in various cities in which it has 
been released. It will foilow with 
other promising hits such as, “The 
Last Hunt’ with Robert Taylor 
and Stewart Granger, “Bhowani 
Junction” with Ava Gardner, 
“Gaby” starring Leslie Caron and 
John Kerr and three hits starring 
Grace Kelly. The first with co- 
stars Alec Guinness and Louis Jor- 
dan, entitled, “The Swan,’ which 
could be MGM's biggest potential 
box office hit since “Gone With 
The Wind,” “Designing Woman,” 
in which Grace Kelly joins with 
Jimmy Stewart and Cyd Charisse, 
and “High Society,” which may be 
her last picture, with Bing Crosby 
and Frank Sinatra. As she is to 
become a Frincess, much free 
publicity may naturally accrue to 
the aforementionei Grace Kelly 
releases. 

Paramount Pictures’ “Rose Tat- 
tco” is a big hit and “War and 
Peace,” “The Ten Command- 
ments,” “Anything Goes’ end 
“Proud and Profane” are likely 
to fill the theatres. 

Warner Brothers is alreaZy do- 
ing well with ‘“‘Helen of Troy” and 
“Billy Mitchell” and is exnected 
to follow with “The Spirit of St. 
Louis” with Jimmy Stewart, ‘“‘Tnoe 
Giant,” “Pajama Game,” “Damn 
Yankee,’ “Moby Dick” with 
Gregcry Peck, “Old Man cf the 
Sea,” “Bad Seed,’- “The Lone 
Ranger,” “Serenade’ with Mario 
Lanza and “Miracle in the Rain.” 

Universal Pictures is expected 
to bring out “The Benny Goodma. 
Story” with Steve Allen, ‘Never 
Say Goodbye” starring Rock Hud- 
son and Cornel Borchers from 
Germany, “Backlash” wit1 Donna 
Reed and Richard Widmark, 
“Away All Boats,” a naval war 
picture with Jeff Chandler (which 
could gross $5 million on a domes- 
tic basis), “Pillar in the Sky” with 
Jeff Chandler and the “Life cof 
Bill Robinson.” 


Broadcasting 

Of the 21 prime evening hours 
weekly, American Broadcasting 
has sold 20. During the day time 
there are the five weekly spon- 
sored hours of “The Mickey Mouse 
Club,” presented 5:00 p.m.-6:00 
p.m. Monday through Friday. This 
top day time program is rated at 
least twice as high as its competi- 
tive shows. 

Recently ABC started on a net- 
work basis a series of 100 feature 
films including “Curtain Up” and 
“Cruel Sea” obtained from 
J. Arthur Rank. Sponsorship is 
now being arranged. Many new 
shows are being planned for the 
coming Fall season, including 
John Gibbs, a top TV producer of 
dramatic shows, who is expected 
to produce 26-30 one and one-half 
hour shows, including six in co- 
operation with the Theatre Guild. 
The ABC TV Network is believed 
to have had net billings of around 
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The SEC and Financing 
Of Small Business 


Latest SEC release on proposed Reg “A” and Reg “D” issues 
unrealistic and would injure small business. Commission seen 
using its rule-making power to emasculate Congressional Acts. 


In its Release No. 3555 issued on July 18, 1955 the 
Securities and Exchange Commission gave “Notice of 
Proposed Revision and Consolidation of Regulation A and 
Regulation D.” 


These regulations now exempt from the registration 
requirements of the Securities Act of 1933 small issues of 
less than $300,000. 


Interested persons were given until Aug. 15, 1955 
to submit data, views and comments in writing on the 
proposed revision of the regulation. We opposed that 
proposed revision. 

On Feb. 14, 1956 the Commission issued its Release 
No. 3613 on the same subject, similarly inviting written 
related views on or before March 9, 1956 on its modified 
version of the contemplated changes. This document says 
that the SEC has considered all of the comments and sug- 
gestions received by it to date, and this latter release is 
a revised draft of the former. 


This last release is voluminous, being composed. of 
some 24 pages. We will attempt to analyze the highlights 
in some of its additions, omissions, and changes. 


The Commission has announced one of its chief aims 
to be the imposition of certain special requirements appli- 
cable to companies in the promotional or development 
stages. 


For example. the.intended new edict includes. the 
requirement that financial statements included in - the 
offering circular must be certified by independent public 
aecountants. To this added burden, which would be 
saddled on.small business, we see no useful purpose. 


As it is, in a $300,000 offering the issuer as a rule 
nets only ‘in the neighborhood of $200,000. All of these 
underwritings, being speculations, are contracted to be sold 
on a best efforts basis. The underwriter usually receives 
a commission of 20% to 25% plus $20,000 to $25,000 for 
expenses. 

Frequently the underwriter receives in addition 
nominally-priced warrants or controlled (sometimes called 
investment) stock as a bonus. 

These warrants or this stock, as the case may be, 
enables the underwriter to speculate with the public 
stockholders, and it is here that the profit lies when a 
speculative issue becomes successful. 

Underwriters of small issues will tell you that there 
is no profit in the commissions set-up in an underwriting 
agreement in view of their overhead and pay to the sales 
force. And salesmen, it must be remembered, will not 
wait to be paid, they want their commission as the secu- 
rities are sold by them. 

With the above usual and customary cost in mind, 
we deem it utterly unwise and inexpedient to add the 
additional charge for certification by independent public 
accountants of financial statements included in offering 
circulars of speculative issues. 


The honest issuer will not willfully deceive. The 


dishonest one will not be hindered by the proposal. 

In its earlier release the SEC had the following 
provision: 

“The securities to be offered under this regulation 
shall be qualified or made eligible for offering in the 
State or Province in which the issuer conducts or pro- 
poses to conduct its principal business operations and 


Continued on page 31 
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Of Banks and Yields 


By IRA U. 


Enterprise 


COBLEIGH 


Economist 


A swift review of current yield and price position of some 
elite bank shares, with some notes about their present 
desirability. 


With all the comparisons people 
have been making between the 
recent altitude of our share mar- 
ket, and the high Dow-Jones 
readings of 
1929, it should 


be observed 
that bank 
stocks have 


shown not the 
least desire to 
make history 
repeat. 
Remember 
National City 
Bank selling 
above 500? 
And First Na- 
tional Bank 
moving up a 
couple of 
hundred 
points between sales? And sell- 
ing at $7,800 a share in late 
August, 1929? And double liability 
to trap the unfortunate and un- 
wary retainer of sheltered bank 
shares? Well those days are gone 
forever together with 10% call 
loans played back to back with 
10% margin accounts. 

Today our great banks, the fine 
ones that have weathered all the 
storms and excesses for a century 
or more—these banks today are 
truly financial citadels. They 
certainly haven’t gone crazy mar- 
ket wise, and most today can be 
bought at lower prices, than for 
many months. If you were now to 
select a dozen major N. Y. bank 
stocks at random, the composite 
photograph would look something 
like this: Yield, 4%; price, at or 
near book value; cash dividends, 
at an all time high; operating 
costs around 38% of gross; earned 
on deposits about 6/10ths of 1%, 
and dividends around 65% of net. 
You can even peer about and find 
a yield above 5% such as Guar- 
anty with an indicated $4 divi- 
dend selling at 77 will provide. In 
all truth you may say that here 
is a section of the equity market 
where the most solid sort of 
values still prevail; and where 
yields, considering the quality 
factor, and historic comparisons, 
are quite rewarding. 


You’d almost think, looking 
over the bank list today, that 
market prices were discounting 
some. significant reduction. in 
earning power in 1956. Yet close 
inspection fails to turn up any 
important evidence to support 
that view. The big commercial 
banks seem to be doing a fine 
(and profitable) job at what 
they’re supposed to do — lending 


{ra U. Cobleigh 





money. In sharp contrast with the 
late 30’s (when a good earning 
year for a bank often depended 
on shrewd or fortunate handling 
of the bond account), representa- 
tive banks are gleaning from 55% 
to 60% of gross income from loan 
interest. Moreover, the _ loans 
themselves are, in many cases, of 


a variety quite uncommon 15 
years ago—personal and _instal- 
ment loans, amortization mort- 
gage loans, term loans and re- 


volving credits. Many bank loans 
today replace the bond or note 
financing of yesteryear. 

Now this loan business is not 
only a most appropriate bank 
function, but with present interest 
rates it’s highly profitable. With 
current tight money, bankers ac- 
ceptances commanding 4%%, and 
unabated demand for credit, 
banks are going to show fine 
earnings for 1956—certainly for 
the first half. Also they are now 
in a position to confine credit ex- 
tensions to the very top grade of 
borrowers. 

Other factors operating for sus- 
tained good earnings are increased 
automation in accounting, posting 
and statement machines, and, in 
many instances, the economies re- 
sulting from mergers. 

There are some 14,000 commer- 
cial banks in the U. S. and we 
naturally can’t get very far in 
coverage of them in this short 
column. So we'll just confine our- 
selves to topical comment about 
some of the bigger ones with ac- 
tive trading markets. 


In New York our first salute 
goes to Irving Trust Company, 
fifteenth largest bank in the U. S. 
with total resources December 31, 
1955 of $1,733,101,000. Since 1943, 
it had more than doubled its net 
per share. 1955 net of $2.20 was 
up 26% over 1954 and provides a 
good cushion for the present $1.50 
dividend. At 32 with such a 
favorable trend in earnings and 
dividends, and current yield 
around 4.7%, a lot of logic can be 
advanced for purchase of Irving. 
Irving has paid dividends for 48 
years in a row. 


Chemical Corn Exchange may 
be favorably regarded for a 
number of reasons. The merger 
creating it makes it the sixth 
largest bank, with 98 branches in 
New York. These branches de- 
serve special mention. They rep- 
resent almost entirely owned land 
and buildings and are most con- 
servatively stated on the balance 
sheet. Moreover it has been felt 
that Corn Exchange while serving 
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Mobilization of the Atom 
For Peace and War 


By JOHN JAY HOPKINS* 
Chairman and President, General Dynamics Corporation 


General Dynamics head urges the free world to “mobilize for 
peace” as it did for war in advocating the organization of the 
free world’s atomic power superior, scientific, technological 
and production resources. Mr. Hopkins’ concept of all-out 
defense includes, besides massive deterrent military strength, 
an active and continuing social, economic and psychological 


a wide area in retail banking did 
not get all the banking business 
it had at its finger tips. Particu- 
larly were the trust and personal 
loan areas of banking under em- 
phasized. Hence the merger with 
Chemical and resulting more ag- 
gressive business solicitation are 
offered as good reasons for earn- 
ing improvement. 

Moreover, for those who set 
great store on dividend depend- 
ability, you'll go far to equal 
Chemical Corn Exchange history. 
128 years of cash dividends in a 
row, and no reduction in dividend 
rate—ever. Book value was $42.70 
at the 1955 year-end versus re- 
cent market price of $44.50. The 
$2 dividend creates a 442% yield 
—not bad for a financial institu- 
tion that has weathered every war 
since 1812. The only “chemical” 
change you note here is increasing 
strength. 

New York Trust Company at 
66, paying $3, returns a favorable 
5%. It is selling almost exactly at 
book value. With earnings which 
should run above $5 in 1956, and 
61 years of unbroken dividends, 
this renowned trust company 
should gain investor friends. 


Switching to the West Coast 
Bank of America has traditionally 
sold higher above book value 
than any of the big banks we can 
think of. Right now at 40 it’s just 
about 200% of book. But this 
market overage has not kept this 
stock from being perennially well 
regarded; and the earnings have 
been tnere right along. They were 
$2.75 2 share last year against a 
present $1.75 dividend. Current 
yield is around 4.4%. Bank of 
America is the biggest, and 
though appraisal of it must be 
made on somewhat different 
grounds than the New York 
banks, its history of progressive 
banking and high earning power 
commends it. 


There are some truly wonderful 
Northwest banks which few 
Easteners have ever looked into. 
They should. Take Seattle-First 
National. It has $800 million in 
deposits, $63 million in capital 
funds, 68 branches in Washington; 
and it’s the largest bank in a state 
that’s growing fantastically. $93 
here will buy you a stock earning 
(1955) $6.34, paying $2.80 with an 
unbroken dividend record for 71 
years. The yield is not alluring at 
the moment, but the rate of 
growth is truly impressive. State 
wide branch banking, a big per- 
centage in time deposits, and large 
revenues from mortgage invest- 
ments provide attractive features 
not found in Eastern institutions. 


Other fine Northwestern en- 
tries would include. First National 
of Portland selling around 56 and 
paying $2. Dividends here go back 
to 1871. 


And of course for those looking 
for maximum velocity in banking 
growth, the Valley National Bank 
in Arizona, and the Franklin Na- 
tional Bank on Long Island 
(covered here in an article some 
time ago) are still moving ahead 
at a fast rate propelled by rapid 
population increases in _ their 
areas, and eager and progressive 
managements. 

Naturally, this piece is woe- 
fully incomplete, and time and 
space simply did not permit men- 
tion of and reference to dozens 
and dozens of worthy bank shares. 
We did, however, try to make 
the points that (1) good bank 
shares are well below 1955 highs, 
(2) that current yields are truly 
attractive, (3) that 1956 will be 
another top flight earning year 
and (4) that the trend toward 
higher dividends can _ continue. 
Moreover should you feel the 
time appropriate to move out of 
certain somewhat volatile indus- 
trial shares, some of these bank 
issues might well provide a suit- 
able replacement haven, a fairly 
rugged market defense and satis- 
factory yields. A lot of good bank 
stocks have doubled in market 
value in the past decade propelled 
in part by a steady plowback of 
earnings. 


frontal campaign. 


Power for peace is viewed as a positive 


lead in both the destructive and creative aspects of the atom. 

The practical value of atomic energy to underdeveloped coun- 

tries as a symbol of hope and peace is described as another 
aspect that cannot be overlooked in the cold war. 


It seems proper to comment 
on the manner in which nuclear 


power is forcing revolutionary 

changes in all areas of human 
affairs. 

Like any 


applicable 
force of na- 
ture, nuclear 
energy can be 
creative or 
destructive, 
depending on 
the human 
motivations 
that trigger 
it. But, unlike 
other natural 
forces, these 
new energy 
forms, by all 
standards of 
comparison, have incredible power 
and a protein diversity. As benef- 
icient creators or malignant de- 
stroyers, they are capable of 
penetrating every organic and 
inorganic structure of the phe- 
nomenal world. 


The uninhibited use, then, of 
military application of fission and 
fusion in total, all-out war, where 
both sides possess instant atomic 
capabilities — as do Russian and 
the United States—would result 
in the socio-economic destruction 
of both. If more than two par- 
ticipants should be engaged, all 
would be devastated. 


Paradoxically, therefore, the 
evil or sinister side of atomic 
energy, if possessed equally by all 
sides, may, through its bi-lateral 
powers of utter destruction, ban- 
ish forever the traditional concept 
of war. If, as seems possible, the 
lack of a military “difference” 
should force ambitious, ruthless 
nations to give up global war as 
an instrument of foreign policy, 
these terrible weapons may yet 
prove civilization’s greatest bul- 
warks, it greatest guarantors of 
military stalemate, its most po- 
tent guardians of the peace. 


If this thesis — widely held by 
many of the world’s leading mili- 
tary and political strategists — is 
valid, we are led inexorably to a 
further apparent astonishing para- 
dox: In this phase of the thermo- 
nuclear age, atomic disarmament 
is not the path to peace: it is the 
road to war! 

Such a generalization depends, 
however, on two vital considera- 
tions: Are the philosophies of the 
free world and the Soviet Union 
really irreconcilable? Are the op- 
posing groups bound by any form 
of moral restraint when impor- 
tant national ambitions are 
checked? There can be no ques- 
tion regarding the free world’s 
approach to both of these ques- 
tions. As President Eisenhower 
has often said, if Soviet Russia 
should give positive evidence of 
her desire for peace by withdraw- 
ing to her national borders and 
ceasing to foment world revolu- 
tion and unrest, we would not 
interfere with her political or 
social institutions. The Russian 
leaders apparently cannot recon- 





John Jay Hopkins 





*An address by Mr. Hopkins on the 
occasion of the 109th Anniversary of the 
Birth of Thomas Alva Edison, before the 
Edison Pioneers, New York City, Feb. 11, 
1956. 


cile themselves to such a non- 
imperialistic point of view. As to 
moral restraint, the free world 
has already demonstrated its ca- 
pabilities emphatically and cate- 
gorically by not waging atomic 
war on the Soviet Union during 
those years when we had an 
absolute monopoly of nuclear 
weapons. The Russians, however, 
have given every indication that 
they would be bound by no moral 
restraints. Indeed, they have fre- 
quently and publicly disparaged 
moral restraints on violence as 
evidence of bourgeois weakness. 

I think there is no question but 
that the Soviet would wage an 
atomic war if it could be reason- 
ably certain of escaping a punish- 
ing retaliation. Soviet leaders are 
—on the record—ruthless in pur- 
suit of any military, political, or 
economic advantage. 

This second consideration, there- 
fore, becomes essentially a prob- 
lem of lead time. As terrible as 
nuclear weapons already are, they 
are now in balance. The real 
danger is that a new scientific 
or technical breakthrough may 
momentarily tip the balance 
heavily in favor of one adversary. 
Barring an “accident,” there seems 
less to fear while the balance 
remains in favor of the West, or 
roughly even. But should the 
lead time on an ultimate weapon, 
even for a matter of months, favor 
the Soviet Union sufficiently to 
offer a reasonably good risk of a 
knockout, I am certain that the 
present Russian leaders would not 


hesitate to exercise their fleeting 
advantage. 


We shall not, then, be saved by 
any “bow-and-arrow” philosophy 
of disarmament. We are, indeed, 
I am persuaded, more likely to 
be ruined by it. The way out of 
our terrible dilemma is not to flee 
from the awesome presence of the 
atom but to face up to the force 
that now confronts us, and to turn 


-.. turn... turn it to creative 
use, 


The power to destroy can and 
must become the power to create! 

If there were no moral grounds 
for turning to the economic atom 
as a support and supplement of 
the precarious balance of power 
established by the military atom 


there are the soundest strategical 
reasons. 


It must, I am certain, be pre- 
sumed that the furious, titanic and 
imperialistic energies of the So- 
viet Union will not be dammed 


Continued on page 32 





SALES MANAGER 


Established Investment Firm in 
the Southwest has an opening for 
experienced Sales Executive 
supervise retail department. 





to 


Only those presently making $25,- 
000 annually and with greater 
potentials will be considered. 


Box C 126, The Commercial and 
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Total industrial production for the country-at-large dropped 
slightly in the period ended on Wednesday of last week, but out- 
put moderately exceeded the level of the comparable week a year 
ago. Slight decreases were noted in the production of steel, elec- 
tricity, automobiles and paperboard. 

The country’s employment situation revealed that initial 
claims for unemployment insurance were at the level of the previ- 
ous week, but were almost 6% below those of the same period a 
year ago. Illinois and Ohio reported the most considerable reduc- 
tions in claims, while the level in Washington and Michigan rose 
noticeably. Layoffs in the construction, food processing and auto- 
motive industries were the chief sources of new unemployment. 

Starting Feb. 27, Chrysler Corp. announced that Chrysler 
division is cutting back to one shift and laying oft 1,000 employees 
at its Jefferson and Kercheval plants. 























Steel producers and consumers are learning the hard way 
that a few order cancellations are not enough to kill a strong 
market. Both now realize they face tough sledding in coming 
months, “The Iron Age,” national metalworking weekly, states this 
week. 

Some mills which had overbooked in the belief that the 
market would ease are now regretting their haste. An about-face 
in consumer thinking means there will be carryovers instead of 


the hoved-for catch-up with delivery promises. 


Many producers are coming to realize what's behind the short 
tempers of their customers. The shortage of some steel products 
—particularly structurals—is interfering with steel expansion pro- 
grams. The mills and their contractors are forced to compete with 
their own customers for a share of these products. 

Buyers for automotive companies are trying to be conservative, 
but even so, some of them are busy reinstating orders previously 
cancelled. Their problem is to balance inventory against sales of 
1956 models, so they can come out fairly even before 1957 model 
production gets underway. Basic engineering changes in the new 
models will make some sizes used in the 1956 cars unusable in the 
1957 variety. 

“The Iron Age” has learned that Detroit and other auto 
centers are expected to step up their sheet and bar orders for May 
and June. That’s why some steel people are afraid they might be 
oversold again for second quarter. 

If the market eases in third quarter, as some expect, the mills 
will welcome the breathing spell. It’s not that they favor a drop- 
off in business. A slowdown will give them a chance to get in 
some much-needed maintenance work. The fast pace of 1955 and 
1956 to date has forced them to rely on emergency maintenance 
that merely postpones the inevitable shutdown for a thorough 
overhaul, this trade authority declares. 

From a strictly business standpoint, ignoring the steel labor 
question, the outlook for steel is very promising. Construction is 
going to be better than it looked several months ago. Private home 
building, particularly. Reauirements for the highway program 
will be terrific. Freight car building is another heavy steel con- 
sumer. Oil and gas expansion, the former being spurred by con- 
cern over the Middle Eastern oil situation, is drawing the strings 
tighter on oil country goods, drill pipe, and line pipe. Other steel- 
consuming industries are just as strong, or nearly so, states “The 
Iron Age.” 

United States car makers tightened their belts another notch 
last week by announcing further reductions in production. 

The automobile industry turned out 129,210 cars the past 
week, said “Ward’s Automotive Reports,’ a 5.2% drop from the 
previous week’s 136,308 output. The current week’s pace is the 
slowest of 1956, save for the New Year’s-abbreviated opening week 
of 125,245 units. 

More significantly, said the statistical agency, the current 
week’s production is 25.5% below turnout of the relative week 
in 1955, in which 173,482 cars rolled from factories. 

A milestone will be reached this week, however, said 
“Ward’s,’ as the 1,000,000th United States car of 1956 is manu- 
factured on Tuesday, Feb. 21. Last year’s 1,000,000th unit was 
assembled six days earlier. 

Chrysler Corp. with each division patterning four-day activity 
almost consistently throughout February, and Ford Motor Co. 
also viewed a cutback the past week to 29,565 cars from the prior 
week’s 34,751. 

General Motors’ decline was microscopic, while American 


Continued on page 49 
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Observations... 





WALL STREET’S 


Wali Street’s current manic-de- 
pressive acrobatics over Mr. 
Eisenhower’s Great Decision con- 
stitutes the extreme demonstra- 
tion of the 
pre - emptive 
role of crowd 
emotion in de- 
termining 
market iluc- 
tuations. 
Hanging on 
our recuperat- 
ing (recuper- 
ated?) Presi- §& 
dent’s every §& 
nuance — or 
outright blast 
(“it would be 
idle to pretend 
that my health 
can be re- 
stored to the excellent state in 
which the doctors believed it to be 
in mid-September’’), stock prices 
in quick succession go down the 
drain and up through the roof. 
The market’s greatest single-day 
rise since 1939, which occurred 
last Friday, after the doctors’ fa- 
vorable report-to-the nation, and 
coinciding with the covering re- 
porters’ 16-4 vote predicting his 
acceptance; contrasted with the 
severe bust on Jan. 8, following 
the wished-for candidate’s dis- 
couraging expressions and _ the 
elicitation of a negative 11-3 re- 
porters’ poll. 

The President’s Decision has 
even supplanted the stock-split as 
a market influence! 

All this has transpired either 
without the merest glance at value 
criteria, or at most with emphasis 
on their bullish or bearish aspects 
following the zig-zag course 
of the Presidential bed-side 
rumors. 





A. Wilfred May 


No Basis for the Jitters! 


Actually, there is no logical or 
otherwise realistic basis for such 
behavior by the market commu- 
nity over the long, or even the 
short-terms. Perhaps the party of 
free enterprise has not entirely 
taken over the Fair Deal; but 
surely there are no major eco- 
nomic issues dividing the two 
governing alternatives facing us. 
“We believe as strongly in eco- 
nomic progress through free and 
competitive enterprise as our 





By A. WILFRED MAY 


GREAT ORDEAL 


fathers did ... But we have also 
come to believe that the Federal 
Government has the capacity to 
moderate economic fluctuations,” 
is not a quotation of one of Mr. 
Truman’s planners, but a profes- 
sion of faith contained in Presi- 
dent Eisenhower’s current Eco- 
nomic Report. It represents the 
credo of an Administration which 
has created all possible built-in 
economic stabilizers; which has 
readied all possible pump-prim- 
ing devices to curtail depression— 
when, as, and if. It marks the 
philosophy of an Administration 
now committed to big spending 
and hence high as well as soak- 
the-rich taxation, to an even 
broader and more expensive So- 
cial Security system, and most im- 
portantly —to pervasive govern- 
ment intervention. And wasn’t 
the Republican President’s veto- 
ing of the natural gas bill really 
a dirty New Deal trick? 


Fair Deal Implications 


Should that worst actually come 
to pass; that is, a Stevenson in 
the White House next January, 
either through Ike’s withdrawal 
or a so unexpected Election dis- 
aster; what would be the actual 
economic and investment impli- 
cations? Surely the government- 
ally-stimulated expansion would 
not be one whit lessened. Surely 
the bullish forecasters now rely- 
ing on government expenditures, 
active public and private con- 
struction, wage increases and high 
consumer income, would not be 
let down by Adlai. Defense spend- 
ing, public works and the like, are 
certainly not going to be forsaken 
by Democrats in the saddle. As 


a matter of fact, any alternative | 


Republican candidate as well as 
the Democrats would doubtless 
feel impelled to spend more on 
defense than Mr. Eisenhower. 


All Bets Off 
Ike may be a good political race 
horse, but in the economic race, 
the bettors on all the candidates 
will fare equally. 


“Confidence” and Steck Prices 

If it is argued that “Republican 
Confidence” is the crucial factor; 
it must be remembered that the 
New-Fair Deal medication for the 














Bank Stocks 


Our analysis of the 1955 year-end reports of a group 
of outstanding banks is completed and now available. 
A copy will be sent free upon request, 
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buy or sell in large or small blocks at net prices. 
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economic patient will be bigger 
doses of taxing-spending and all- 
round inflation — devastating to 
the free economy and to the dol- 
lar, but correspondingly stimulat- 
ing to the attractiveness of the 
equity share as a haven for the 
harangued man-with-capital. 

And, in any event, the popular 
credo about politicial “confidence” 
on the part of the business com- 
munity seems to be to a great 
extent fictional; manifesting the 
individual’s popular foible of 
gearing his policy not to what he 
himself believes, but to what he 
takes for granted others will be- 
lieve. 


Short-Term Assumptions Likewise 
Unwarranted | 


So much for the long term. 
Over the short term, the business 
repercussions following even the 
wholly unexpected Republican de- 
feat of 1948 were most mild. But 
even should the short-term eco- 
nomic impact of a possible Demo- 
cratic victory be depressive in the 
industrial sector, the record 
demonstrates that there is no 
warrant for taking for granted 
the accompaniment of correspond- 
ing stock market behavior. 


W. E. Brown With 
E. F. Hutton 35 Years 


LOS ANGELES, Calif. — Wil- 
liam E. Brown is celebrating 35 
years of service with E. F. Hutton 
& Company, 623 South Spring 

usu . Street, where 

* » he heads the 

firm’s com- 
munications 
and brokerage 
departments. 

Before join- 
ing the local 
staff of E. F. 
Hutton & 
Company 
in 1921, Mr. 
Brown was 
associated 
with the in- 
vestment firm 
of Logan & 
Bryan in Seattle as a telegrapher 
on the old Morse telegraph wire. 

From 1910 to 1920, he was ac- 
tive in the © newspaper field 
serving in various capacities on 
leading western newspapers. He 
is an associate member of the Los 
Angeles Press Club and charter 
member of the Stock Exchange 
Club of Los Angeles. 

Mr. Brown, a native of 
Lawrence, Indiana, is active in 
Masonic circles and served as past 
master of the Ascot Lodge in Los 
Angeles. 





William Brown 
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Newer Concepts of Credit 
And Voluntary Control 


By HERBERT R. SILVERMAN* 
Vice-President, James Talcott, Inc. 
Chairman of the Board, 

National Commercial Finance Conference, Inc. 


needs to reasonable longings and desires and the backbone 
role of consumer spending in the economy, Mr. Silverman 


[ After describing the shift in consumer financing from human 
*,* . . . 

j challenges critics of consumer credit by pointing out: 

! 


(1) 


if credit is required for production then it is equally necessary 
to assist consumption; (2) the artificiality and ineffectiveness 


credit is irresponsible credit. 


—— ee ee 


of consumer credit restraints; (3) that “fuzzy” economists 
should make dispassionate studies, and (4) the only dangerous 


Urges cooperative voluntary 


restraint program with financial institutions, and outlines 
non-financial qualitative services rendered to small- and 


middie-sized businesses. 


Real students of the problem 
regard consumer expenditures as 
the very heart of the current 
business boom. As a matter of 
fact the First 
National 
Bank of Bos- 
ton iff it¢ 
newsletter for 
December 
said “Con- 
sumer spend- 
ing sparked 
the re- 
covery that 
began in the 
fall of 1954.” 

Certainly, 
there can be 
no argument 
with the the- 
sis that the 
record outpouring of dollars by 
the public has played a major 
part in sustaining business ac- 
tivity. In the third quarter of 
i955, for instance, consumer ex- 
penditures soared to an annual 
rate of $256 billion. This was 8% 
above the level of the previous 
year and 11% higher than during 
the summer of 1953, until now 
the best business year on record. 
At the same time the consumer 
price index remained about the 
same. 


However, because of certain 
misconceptions and because of the 
accelerated rate of consumer 
spending, it appears that a tighter 
and tighter government credit 
policy has been instituted which 
ig giving great concern to an ever- 
increasing number of people. This 
concern stems from the fact that 
a tight government credit policy 
is an artificial factor in the law 
governing the demand and supply 
of credit and may not be the 
proper medicine for the ailment 
—if there is an ailment. 

I believe that the time has come 
to give the subject of consumer 
credit some serious thinking—at 
least, more, apparently, than it 
has been receiving in the past. 
‘Soo long has the subject been 
the whipping boy of the fuzzy 
cconomic thinker. In our school 
Cays—-and that was not too long 





Herbert R. Silverman 





*An address delivered by Mr. Silver- 
taan before the Bank Credit Associates 
aa York, New York City, Jan. 19, 
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ago—the very idea of financing 
an automobile on the instalment 
plan was looked upon with horror 
by the conservative banker and 
a large segment of our popula- 
tion. Today, the banker has fig- 
uratively rolled out the red car- 
pet and the idea of the use of 
credit by individuals to satisfy 
their needs has finally found ac- 
ceptance! 
However, 
late, 
place 


it appears, that of 
another change has taken 
in the field of consumer 
credit which has not yet been 
fully appreciated. The use of 
credit by individuals has shifted 
in very recent years from the 
financing of basic human needs 
to the financing of reasonable hu- 
man longings and desires. These 
longings and desires, and the nec- 
essary credit to satisfy them, are 
rapidly becoming the activating 
forces which will determine the 
scope and size of tomorrow’s con- 
sumer credit market. 

There are many evidences of 
this shift. An obvious example is 
the use of instalment credit to 
finance travel and vacations. Less 
obvious, but more important, is 
the purchase through credit of 
goods and services not needed to 
maintain an essential standard of 
living. 

There is little doubt that the 
sustained high level of home 
building owes as much to the de- 
sire of the individual for con- 
venience and comfort as to the 
need for adequate shelter. While 
the automobile long ago was 
transformed from a luxury to a 
necessity, the growing trend in 
the number of two-car families 
stems largely from desire. Food 
freezers, automatic dishwashers 
and air conditioners must cer- 
tainly rank high on the list of 
products where need is a sec- 
ondary consideration. And what 
about color television? What fac- 
tor will determine whether the 
public will buy them — need or 
desire? 

Another new ingredient that 
must be taken into consideration 
is the modern concept of “family 
living.” This concept embraces 
not only more widespread home 
ownership but bigger families, a 
faster rate of family formation, 
and the trend to the suburbs. 
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In the past 15 years the subur- 


ban population of the nation’s 
162 metropolitan areas has in- 
creased 59% compared with only 
a 20% increase for the cities 
themselves. 

This trend to the suburbs has 
set off a chain-reaction leading 
to the greatest real estate boom 
in the history of the nation, the 
construction of thousands of shop- 
ping centers, the creation of myr- 
iads of two-car families and an 
almost untold impact on all types 
of consumer spending. 

Yes, I repeat, a new look must 
be taken at the concept of con- 
sumer spending and the necessary 
credit to effectuate such spend- 
ing. 


Outmoded Concepts Relative 
to Credit 
Paradoxical though it may 


sound, the one element in the art 
and science of economics which 
might be said to be unchanging 
is the element of change. 

Two centuries ago in France, 
Quesnay and his fellow physio- 
crats regarded as “sterile” any 
economic activity that was not di- 
rectly concerned with agricultural 
production, 

This theory was in vogue for a 
long time but the results of the 
industrial revolution compelled a 
revision of this thinking and in 
the latter part of the 18th century 
the views and writings of econo- 
mists emphasized proauction. But 
even this emphasis contained a 
glaring fallacy because credit, 
according to these thinkers, was 
considered to be a facility to be 
used only by producers. Rightly 
used by them, so the economists 
of the time thought, the produc- 
tion of goods and services would 
be stimulated. How these goods 
and services were ever to be paid 
for by consumers gave them litile 
or no concern; all seemed to agree 
that credit for the consumer was 
verboten. 

I don’t think there is anyone, 
today, who will dispute the fact 
that just as credit in the hands 
of the producer may further the 
production of goods and ‘services, 
and thus make them available to 
the consumer, so sufficient credit 
in the hands of the consumer will 
enable him to buy the goods and 
services and thus stimulate pro- 
ducers to make more goods for 
consumers. As _ that delightful 
character Sakini, in ‘‘Teahouse of 
the August Moon” sagely ob- 
served, “American capacity ‘for 
production is matched only by 
American capacity for consump- 
tion.” 

It is my belief that consumer 
credit has the same general in- 
fluence on the economy as that 
exerted by other types of credit. 
So why make it the whipping 
boy? Why all the current state- 
ments that it must be drastically 
regulated to avoid a bust? 


Restrictions on the Supply 
of Credit 


When one speaks of controlling 
credit he must bear in mind that 
there are two kinds of control— 
quantitative and qualitative. 

We hear a lot today about the 
Federal Reserve Board’s plans to 
control credit. There can be no 
dispute with the fact that proper 
control of credit by the Federal 
Reserve is not only necessary but 
always will be necessary. But the 
question troubling a great num- 
ber of serious students of the 
problem is: are the measures 
presently being emphasized by 
the Federal Reserve Board, the 
correct ones? It seems to many 
such students that undue empha- 


sis is being placed on the raising 
of interest rates as a _ control 
measure. 


During the past year we have 
seen the Federal Discount rate 
go up to 2%%, thus necessitating 
the rates charged by banks and 
other financial -institutions like- 
wise to go up and up and the end 
is not in sight. 

To paraphrase the words of the 
popular song on the hit parade 


“Higher interest rates and what 
have you got—costlier operation 
and deeper in debt.” 

While American businesses may 
not owe their souls to the com- 
pany store, the lot of the Ameri- 
can consumer is not being made 
any easier, for the increase in in- 
terest rates must be passed down 
to them in the form of higher 
prices. 

The control of credit, particu- 
larly consumer credit, by a gov- 
ernment agency raising or lower- 
ing interest rates is fraught with 
great danger. Allan Sproul, Pres- 
ident of the Federal Reserve 
Bank of New York, recognizes the 
fact that more objective study and 
research into the place of con- 
sumer credit in our economy is 
needed rather than proceeding 
along the present policy of ob- 
servation and opinion. In an ad- 
dress before the American Eco- 
nomic Association on Dec. 29, 
1955, he said, and I quote: 

“The basic question involved is 
whether an attempt should be 
made through regulation of these 
specific types of credit (meaning 
consumer and mortgage credit) 
to exert a stabilizing influence on 
areas of the economy which, in 
the past, appear to have been 
major sources of instability of 
employment and production, or 
whether we should be content 
with efforts to regulate the over- 
all availability and cost of credit, 
hoping that fluctuations in -the 
major areas of the economy will 
balance out. Our experience, 
thus far, suggests to me that gen- 
eral credit controls can exert an 
effective influence on these par- 
ticular types of credit only with 
a considerable lag, and that we 
cannot rely upon countervailing 
forces in the economy to main- 
tain over-all stability.” 

Let us analyze for a moment 
just what the Federal Reserve is 
doing today to interest rates. 

By definition, interest rates are 
the prices paid for loanable funds. 
In an economy such as ours, in- 
terest rates are in the long run 
established by the interplay of 
supply and demand forces in the 
credit market. Changes in rates, 
like changes in the price of com- 
modities, normally should reflect 
changes in supply and demand. 


Federal Reserve authorities, if 
they are so disposed, can interfere 
with the law of supply and de- 
mand of credit, and can force al- 
most any general level of interest 
rates they choose to establish. 
This was amply demonstrated in 
the war and postwar period when 
they kept the rates from rising. 
They did this almost entirely by 
affecting the supply of funds— 
by creating whatever loanable 
funds were required to keep in- 
terest rates from going up. 


Federal Reserve actions today 
are powerfully affecting interest 
rates in an upward fashion. By 
endeavoring to tailor the supply 
of Reserve Bank Credit to what 
the Board believes is appropirate 
to the prevailing economic situ- 
ation, it has strongly affected the 
price being paid for loanable 
funds. 


A Suggested Approach to a 
Proper Credit Policy 

The history of credit regulation 
by the Federal Reserve System 
is not particularly inspiring. In 
each of the three applications of 
Regulation “W,”’ Government 
agencies took the responsibility 
of determining what the terms 
were to be. Lenders naturally 
went as far as they could within 
the limits leid down. The longest 
possible terms within the law 
tended to be _ consicered' the 
“right” terms. 

Then, in each case, the removal 
of the regulation meant that 
lerders were left free to make 
terms, and competition naturally 
moved terms in an easier direc- 
tion. 


Tke only conclusion to be 
reached from the experierece of 
these regulations was that the 


growth of consumer credit was 
checked and held static while the 
regulation was in operation. How- 
ever, no attention was given to 
loosening terms where such 
loosening was needed. It was an 
all or none type of restriction. 

A liberal long-range credit 
structure, with flexibility to meet 
short-range needs is necessary for 
our national economy and should 
be particularly geared to the 
amount of outstanding credit re- 
lated to our Gross National In- 
come and potential maximum 
production and employment... 

I think we will all agree that 
expanded credit becomes danger- 
ous only when credit is used ir- 
responsibly. I think it is an error 
to assume that an expansion of 
consumer credit is dangerous per 
se. Consumer credit is the life- 
line of consumer goods produc- 
tion. Curtail such credit and you 
curtail production in most every 
important sector of the national 
economy. The rise of instalment 
debt from 3% of the Gross Na- 
tional Product in 1929 to 7% to- 
day should not give us too much 
concern. 

I believe that economists will 
agree that our great problem in 
the next few years is whether we 
will be able to bring to more and 
more American consumers a high 
enough level of buying power to 
clear the markets of the products 
turned out by our increased pro- 
duction facilities. However, it 
goes without saying that this buy- 
ing power must not be the result 
of a speculative boom. For in 
speculation lies disaster. The cat- 
astrophic results of unbridled 
speculation in the late ’20s should 
warn us that it must not be al- 
lowed to happen again. 

I submit that while the Federal 
Reserve authorities can do much 
to advise on the quantitative 
aspects of credit, other agencies, 
particularly private financial in- 
stitutions should be encouraged 
and stimulated to exercise control 
on the qualitative side. The em- 
phasis, currently, should be upon 
the now larger than ever respon- 
sibility of private financial insti- 
tutions. They can help to keep 
the inventory situation in order 
by proper advice to borrowers; 
they can do much for consumer 
credit, if it expands unduly, by 
keeping credit terms in line. Cer- 
tainly, they can help the general 
business credit situation by ap- 
praisal and re-appraisal of the 
content of their own portfolios. 

On inventories the financial 
institution has its embarrassments 
when attempting to instruct a 
borrower, but the importance of 
the matter is its justification. No 
less an authority on economic 
conditions than Professor Sumner 
Slichter has recently expressed 
concern over the lack of effort of 
the Federal Reserve authorities to 
control excessive inventories. The 
responsibility should pass to the 
financial institutions themselves, 
where it really belongs. 


The Experience in Canada 
Points the Way 

In line with my thought that 
financial institutions should vol- 
untarily police and regulate the 
qualitative nature of credit with 
the authority of a central agency 
behind it, the experience of our 
neighbor, Canada, is pertinent. 
There, as you know, they do not 
have a banking system like our 
Federal Reserve System but they 
do have a strong central bank. 


Canada’s recovery from its 
slight recession ef 1954 has been 
nothing short of spectacular and 
has exceeded the most optimistic 
forecasts. By the second quarter 
of 1955, according to Gordon R. 
Rall, President of the Bank of 
Mentreal, production of goods and 
services was running nearly 10% 
higher in over-all terms than in 
1954. 


According to Mr. Ball, the im- 
portant job of moderating the re- 
current trends of business activity 


Continued on page 34 
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Moderate Year Ahead 


By MALCOLM P. McNAIR* 
Lincoln Filene Professor of Retailing 
Harvard Graduate School of Business Administration 


Prominent business professor perceives a year of moderate 
advance with inflationary forces held in check based on the 
following: (1) government spending slightly increased even 
if defense outlays are decidedly hiked; (2) lower rate of 


business investment increase; 


(3) uncertain inventory-turn 


situation; (4) less pronounced construction rise; (5) lower 
rate of consumer spending accompanied by accelerated debt 
repayment; (6) hizher short-term interest rates; (7) possible 
political tax reductions; and (8) divergent price trends. Pro- 
fessor McNair sees dangerous strains in certain areas. Con- 
cludes with a special depariment store analysis. 


The year 1955 was preeminently 
the “year of the consumer.” The 
strong upthrust of consumer 
spending converted what, a year 
agoatthis 
time, looked 
like a modest 
recovery from 
the readjust- 
ment of 1954 
into a verita- 
ble boom that 
has carried 
the U.S. econ- 
omy to new 
heights of 
consumption, 
production, 
and employ- 
ment. Indeed 
the expansion 
of industrial 
and commercial activity in 1955 
was at a rate two or three times 
greater than the annual long-term 
rate of growth. 


Specifically in the department 
store business we have just re- 
corded the best Christmas sales 
in history; and we can now 
roughly approximate the 1955 fis- 
cal year results as follows: Sales 
are up approximately 7% from 
1954; the gross margin rate is up 
by 1 or 2 tenths of a percent, pri- 
marily because of lower mark- 
downs; and the expense rate is 
just a shade lower than in 1954. 
The effect of wage advances has 
been held in check by better vol- 
ume, slightly higher prices in 
recent months, and improved ex- 
pense control. Therefore profits 
after taxes for the year 1955 will 
be better percentagewise than in 
any year since 19850. Dollarwise, 
taking into account the sales in- 
crease, they will almost certainly 
be better than in any year since 
1948. 


The questions we now ask our- 
selves are these: 


(1) How much farther, both in 
extent and in time, will this gen- 
eral business boom go? 


(2) What will be the nature and 
extent of the readjustment? When 
will it begin? 

(3) How will the department 
store business be affected? 


I don’t think there is any crys- 
tal ball that is able at this time 
to afford definitive answers to all 
these questions. But we can, as 
we have sought to do on other 
similar occasicns, (1) direct your 
minds to pertinent facts and is- 
sues, (2) interpret, in some 
fashion at least, the current and 
immediately recent developments, 
(3) sketch the major probabilities 
as they now appear, and (4), most 
important of all, try to provide 
you with a better background for 
your own continuing task of 
interpreting and forecasting as the 
year progresses. 





Prof. M. P. McNair 


Facts and Predictions 

Next in order, is to see just 
where we are now and to consider 
how we got there. Comparing the 
data now available for most of 
1955 with the corresponding 
figures for 1954, we note the fol- 
lowing: 

(1) The Federal Reserve index 
of production, which averaged 125 





*An Address by Professor McNair be- 
fore the National Retail Dry Goods As- 
sociation, New York City. 


for 1954, stood recently at 144 and 
will probably average 139 for 1955 
as a whole. 

(2) Gross National Product, 
perhaps the best over-all measure 
of business activity, was $361 bil- 
lion in 1954, rose to a rate of 
$392 hillion in the third quarter 
of 1955, and will probably total 
at least $387 billion for the year 
as a ‘vhole. 

(3) Personal income amounted 
to $288 billion in 1954, has risen 
according to the most recent 
figure to a rate of $310 billion, 
and apparently will toial $303 bii- 
lion ior the entire year. 

(4) Disposable income, i.e., what 
individuals have _ available to 
spend, from a 1954 figure of $255 
billion came up to a third-quarter 
rate of $272 billion, and evidently 
will total close to $269 billion for 
the entire year. 

(5) Personal consumption, from 
a figure of $237 billion in 1954, 
moved up to $256 billion at an 
annual rate in the third quarter, 
and probably will total $253 bil- 
lion for the entire year. 

(6) The difference between the 
two preceding figures, namely, 
the figures technically known as 


savings, has gone down during the 
past year. For 1954 the figure 
was $18 billion, a little over 7% 
of disposable income. By the 
third quarter of 1955 it had 
cropped to an annual rate some- 
what below $16 billion, or less 
than 6% of disposable income. 
The total for the year may be not 
far from $16 billion. 


(7) In this connection a very 
significant figure is total con- 
sumer credit. At the end of 1954 
the volume of consumer credit 
outstanding was slightly over $39 
billion. By November of 1955.-this 
figure had jumped to more than 
$35 billion. 

(8) Emplovment, which in 
December, 1954, stood at 60,690,- 
000, in November of 1955 was at 
64,800,000. 

(9) Unemployment, conversely, 
went from 2,800,000 in December, 
1954, to 2,400,000 in November, 
1955. 

Thus 1955 was a much bigger 
year than it was forecast to be. 
Many economists, indeed a ma- 
jority, at this time last year 
doubted whether 1955 could equal 
1953, during which year we 
touched a top. annual rate- of 
about $370 billion for Gross Na- 
tional Product. In the department 
store business’ specifically, I 
suggested last year a probable 3% 
increase for the spring season; 
Amos Parrish predicted an in- 
crease of 2%: and the actual in- 
crease for the February-July 
period was over 5%. 


Upturn Forces 


What were the causes of this 
tremendous business upturn in 
1955? What did we miss in our 
analysis of the situation a year 
ago? Some of the major elements 
in the upturn were as follows: 

(1) Probably the biggest factor 
of all was the strong consumer 
demand, especially the demand 
for durables and particularly for 


automobiles. In 1955, automobile 
sales were some 17% or 18% 
higher than in 1954. Production of 
close to eight million cars was 
substantially greater than ex- 
pected. The merchandising and 
promotional efforts of the indus- 
try and the response of the public 
to these efforts were phenomenal. 

(2) There was also an upturn 
in business spending for plant and 
equipment. From a total of nearly 
$27 billion for the whole of 1954, 
the rate of this spending rose to 
nearly $31 billion in the fourth 
quarter. This is a factor that 
many of us missed last year, since 
the decline which was in evi- 
dence at the end of 1954 was ex- 
pected to centinue through most 
of 1955. 

(3) The factor of inventory 
build-up was definitely foreseen. 
By October, 1955, inventories of 
manufacturers, wholesalers, and 
retailers were nearly $4 billion 
higher than at the same point in 
the preceding year. Not foreseen, 
however, was the fact that sales 
would increase so much that the 
stock~sales ratio would not rise. In 
fact, as of October, 1955, the 
stock-sales ratio was lower than 
in December, 1954. 


(4) The continued demand for 
housing was an important factor 
in the 1955 boom. This demand 
also was foreseen in part, but it 
was not visualized as being so 
strongly maintained thrdughout 
the year. 


(5) As correctly foreseen, there 
was a flattening out of govern- 
ment spending in 1955 after the 
sharp drop which took place in 
the preceding year. Thus govern- 
ment expenditures were a neutral 
factor in the 1955 situation. 


(6) All this activity generated 
more jobs. There was a greater 
increase in the labor force than 
was expected, apparently because 
of more women being attracted 
into the ranks of workers; the 
average number of hours worked 
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per week tended to rise; and 
these factors, in conjunction with 
higher wages (which were clearl;7 
foreseen), brought about a greater 
increase in disposable income than 
had been anticipated. 


(7) Then there was also tho 
very significant fact that con- 
sumer spending increased even 
faster than income in 1954; an:l 
hence, as already remarked, ther> 
was a sharp increase in total con- 
sumer debt. 


If one were to try to boil a’t 
this down to one or two majcr 
factors, he might put his finger or 
the fact that consumer instalment 
credit, which increased less than 
$600 million from the end of 1953 
to the end of 1954, actually wen? 
up between November, 1954, an:t 
November, 1955, by more than $5 
billion. Roughly half this insta?- 
ment credit represented automo-- 
bile purchases and was clearly a 
major factor in the sale of: mor> 
than 714 million cars in 1955; a 
large part of the remainder, cé 
course, represented other con- 
sumer durables. At the same time, 
mortgage credit increased ant 
sustained the housing boom. Tht 
these credit factors sparked a 
substantially higher rate of bus!- 
ness activity, incomes, number ec! 
jobs, and so on, than had becu 
anticipated. 


1956 Outlook 


So where do we go from here? 
As usual, we must base our esti- 
mates on an appraisal of the out- 
look for the important flows c! 
spending, including  principali; 
(1) government spending, em- 
bracing defense and other Federal 
outlays and also state and local 
spending, (2) business spendin? 
for pliant and equipment, (3) 
business spending for inventor, 
(4) spending for’ construction, 
both private and public, and (£) 
consumer spending, which is co? 


Continued on page 33 








New Issue 


Harriman Rip'ey & Co. 


Incorporated 


A. G. Becker & Co. 


Incorporatec 








|| 


The First Boston Corporation 


Paine, Webber, Jackson & Curtis 


Hemphill, Noyes & Co. 


Lee Higginson Corporation 


This advertisement is neither an offer to sell nor a solicitation of an offer to buy any of these securities. The offering is made only by the 
Prospectus. This is published on behalf of only such of the undersigned as are registered dealers in securities in the respective States. 


400,000 Shares 


Tennessee Gas Transmission Company 
4.50% Cumulative Convertible Second Preferred Stock 


(Par Value $100 Per Share) 
Convertible into Common Stock through March 1, 1966 


Price $100 


per Share 


Plus accrued dividends from the date of issuance 


Copies of the Prospectus may be 


ottained from any of the under- 


signed who are qualified to act as dealers in the respective States. 


Stone & Webster Securities Corporation 
Eastman, Dillon & Co. 


Kidder, Peabody & Co. 


(Incorporated) 


Hornblower & Weeks 
F. S. Moseley & Co. 


Lehman Brothers 
Smith, Barney & Co. 
Central Republic Company 


Glore, Forgan & Co. 


Union Securities Corporation 
Clark, Dodge & Co. 
W.E. Hutton & Co. 


Salomon Bros. & Hutzler 


| 
White, Weld & Co. : 


Merrill Lynch, Pierce, Fenner & Beane 
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Dean Witter & Co. 
Drexel & Co. 

W. C. Langley & Co. 
Wertheim & Co. | 
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Dealer-Broker Investment 
Recommendations & Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 





Airlines—Bulletin—Dean Witter & Co., 45 Montgomery Street, 
San Francisco 6, Calif. 


Area Resources—“A Treasure Chest in the Growing West”— 
Book explaining why the area served offers so much oppor- 
tunity to industry—Utah Power & Light Co., Dept. K. Box 
899, Salt Lake City 10, Utah. 


Atemic Commentary—Semi-annual report on status of industry 
as of Dec. 31, 1955—Atomic Development Securities Co., 
Inc., 1033 Thirtieth Street, Northwest, Washington 7, D. C. 


Bank Stocks—Analysis of 1955 year-end reports—Blyth & 
Co., Inc., 14 Wall Street, New York 5, N. Y. 

Electronics—Bulletin—Salik & Co., Bank of America Building, 
San Diego, Calif. 

Investing in the Drug Industry—New Booklet—Harris, Upham, 
& Co., 120 Broadway, New York 5, N. Y. 


Japanese Stocks—Current information—Yamaichi 
Co., Ltd., 111 Broadway, New York 7, N. Y. 


Japanese Fisheries Industry—Analysis—The Nikko Securities 
Co., Ltd., 5, 1-chome, Kabutt-cho, Nihonbashi, Chuo-ku, 
Tokyo, Japan. 

Japan’s Motion Picture Industry—Analysis in current issue of 
“Investors Beacon’”—Nomura Securities Co., Ltd., 61 Broad- 
way, New York 6, N. Y. and 1-chome, Tori, Nihonbashi, 
Chuo-ku, Tokyo, Japan. Also in the same issue is a discus- 
sion on Amending Foreign Investmnt Law and Japan’s 
Six-Year Economic Program. 


“Let Robot Do It”—Automation with particular reference to 
the Cross Company, Foote-Burt Company, Giddlings & Lewis 
Machine Tool Company, Kearney & Trecker Corporation, 
Snyder Tool and Engineering COmpany and Warner & 
Swasey Company—tTroster, Singer & Co., 74 Trinity Place, 
New York 6, N. Y. 

Life Insurance Stocks—Analysis with particular reference to 
Aetna Life Insurance Company, Connecticut General Life 
Insurance, Continental Assurance Co., Franklin Life Insur- 
ance, Jefferson Standard Life Insurance, Life Insurance 
Company of Virginia, Lincoln National Life, National Life 
and Accident Co. and Travelers Insurance—A. C. Allyn & 
Co., 122 South La Salle Street, Chicago 3, II. 


Oil Industry — Survey with particular reference to Cities 
Service, Ohio Oil, Pacific Western Oil, Phillips Petroleum, 
Socony Oil and Standard Oil of Ohio—Thomson & McKinnon 
11 Wall Street, New York 5, N. Y. 

Over-the-Counter Index—Folder showing an up-to-date com- 
parison between the listed industrial stocks used in the Dow- 
Jones Averages and the 35 over-the-counter industrial stocks 
used in the National Quotation Bureau Averages, both as to 
yield and market performance over a 13-year period — 
National Quotation Bureau, Inc., 46 Front Street, New 
York 4, N. Y. 


Uranium in Wyoming—Price chart showing at a glance the 
gross value of entire deposits of blocked out ore as re- 
flected by the assays showing the percentage of U,O,. All 
grades from one Ton or a million. Gives Base Price and 
all bonuses paid by the A. E. C. for quick evaluation of 
investment possibilities. A Copy will be sent prepaid upon 
receipt of $1.00 which will be refunded if not satisfied.— 
The Victor Company, Box 8834 Britton Station, Oklahoma 
City, 14, Okla. 


Securities 


American Alloys Corp.—Memorandum—S. D. Fuller & Co., 39 
Broadway, New York 6, N. Y. 

American Machine & Metals, Inc.—Analysis—Seligman, Lubet- 
kin & Co., 30 Pine Street, New York 5, N. Y. 


American Radiator & Standard Sanitary Corp. — Analvsis — 
Harris Upham & Co., 120 Broadway, New York 5, N. Y. 


Balboa Mining & Development Co.—Memorandum—Mountain 
ag Securities Corp., Denver Club Building, Denver 2, 
olo. 
Borg Warner Corporation—Analysis—Glore, Forgan & Co., 40 
Wall Street, New York 5, N. Y. 


Borg Warner — Analysis — Bruns, Nordeman & Co., 52 Wall 
Street, New York 5, N. Y. Also in the same bulletin is a 
brief discussion of Continental Baking. 

Chattanooga Gas Company—Card memorandum—Link, Gor- 
man, Peck & Co., 208 South La Salle Street, Chicago 4, III. 

Chicago & Northwestern Railway Co.—Memorandum—Salomon 
Bros. & Hutzler, 60 Wall Street, New York 5, N. Y. 
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Christiana Securities Co.—New Study—Laird, Bissell & Meeds, 
120 Broadway, New York 5, N. Y. 

City of Detroit Mich. Water Supply System Revenue Bonds— 
Bulletin—Park, Ryan, Inc., 70 Pine Street, New York 5, N. Y. 

C. G. Conn, Ltd.—Memorandum—Rogers & Tracy, Inc., 120 
South La Salle Street, Chicago 3, Ill. 

Crusader Oil & Uranium — Bulletin — M. A. Cleek, Paulsen 
Building, Spokane 1, Wash. 

Daystrom, Incorporated—Report—Bertrand W. Hall & Co., 41 
East 42nd Street, New York 17, N. Y. 

Fanner Manufacturing Co.—Report—De Witt Conklin Organi- 
zation, 100 Broadway, New York 5, N. Y. 

Firth Carpet Company—Analysis in current issue of “Glean- 
ings’—Francis I. du Pont & Co., 1 Wall Street, New York 
City. Also in the same issue is an analysis of Storer Bread- 
casting Company and three selected $10,000 portfolios. Also 
available is a list of 25 selected “bull market” shares vs. a 
list of “Storm Shelter” issues. 

Foote-Burt Co.—Memorandum—Grimm & Co., 44 Wall Street, 
New York 5, N. Y. 

Harris Seybold Co.—Memorandum—Kidder, Peabody & Co., 
17 Wall Street, New York 5, N. Y. Also available is a 
memorandum on Parke, Davis & Co. 

Hoover Company—Analysis—Ira Haupt & Co., 111 Broadway, 
New York 6, N. Y. 

Horizons Titanium Corporation—Analysis—Greene and Com- 
pany, 37 Wall Street, New York 5, N. Y. 

Jupiter Oils Ltd.—Analysis—J. R. Williston & Co., 115 Broad- 
way, New York 6, N. Y. 

National Tank Company—Study—Schneider, Bernet & Hick- 
man, Inc., Southwestern Life Building, Dallas 1, Texas. 

Northwestern National Life Insurance Co.—Memorandum— 
Dallas Union Securities Co., Adolphus Tower, Dallas 2, Tex. 

Norwich Pharmacal—Bulletin—Van Alstyne, Noel & Co., 52 
Wall Street, New York 5, N. Y. 

Ocean Products, Inc.—Memorandum—Louis C. McClure Co., 
617 Madison Street, Tampa 2, Fla. 

Old Hickory Copper — Report — General Investing Corp., 80 
Wall Street, New York 5, N. Y. 

Outboard Marine & Manufacturing Co.—Analysis—Cowen & 
Co., 54 Pine Street, New York 5, N. Y. 

Pacific Uranium Mines Co.—Circular—Singer, Bean & Mackie, 
40 Exchange Place, New York 5, N. Y. 

Republic Steel Corp. — Memorandum —H. Hentz & Co., 60 
Beaver Street, New York 4, N. Y. 

Riverside Cement Co.—New views—Lerner & Co., 
Office Square, Boston 9, Mass. 


Robertshow Fulton Controls Co.—Analysis—Cohu & Co., 1 
Wall Street, New York 5, N. Y. 


Studebaker Packard Corporation—Progress report in form 
of brochure entitled “Formula for Growth’”—Studebaker- 
Packard Corporation, Detroit, Mich. 


Valley National Bank of Phoenix—Analysis—William R. Staats 
& Co., 640 South Spring Street, Los Angeles 14, Calif. 
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SECURITY TRADERS ASSOCIATION OF NEW YORK 


Security Traders Association of New York, Inc. (STANY) 
Bowling League standing as of Feb. 16, 1956 is as follows: 


Team Points 
Krisam (Capt.), Farrell, Clemence, Gronick, Flanagan___-_~_~- 19 
Leone (Capt.), Gavin, Fitzpatriek, Valentine, Greenberg____ 16 
Growney (Capt.), Define, Alexander, Montanye, Weseman_-_ 16 
Donadio (Capt.), Brown, Rappa, Shaw, Demaye__-_--_-__---~- 15% 
Kaiser (Capt.), Kullman, Werkmeister, O’Connor, Strauss___ 15 
Serlen (Capt.), Gold, Krumholz, Wechsler, Gersten________- 15 
Leinhardt (Capt.), Bies, Pollack, Kuehner, Fredericks_____~_~- 13 
Topol (Capt.), Eiger, Nieman, Weissman, Forbes_________-_~- 10 


Barker (Capt.), Bernberg, H. Murphy, Whiting, McGovan___ 10 
Meyer (Capt.), Corby, A. Frankel, Swenson, Dawson Smith... 9% 
Bradiey (Capt.), C. Murphy, Voccolli, Rogers, Hunter____-_- 8 
Manson (Capt.), Jacobs, Barrett, Siegel, Yunker___________- -3 


200 Point Club 5 Point Club 
Bill O’Connor __ 209 Ernie Leinhardt 
a Ge ‘eu wove 206 George Leone 

Hank Serlen 
Mike Growney 














Second Printing Highlights 
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Featuring 
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Members: N. Y. Security Dealers Association 
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DEPENDABLE MARKETS 
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Romura Securities 
Co., Ltd. 


Member N.A.S.D. 
Broker and Dealer 





Material and Consultation 
on 
Japanese Stocks and Bonds 
without obligation 








61 Broadway, New York 6, N. Y. 
Tel.: BOwling Green 9-0186 
Head Office Tokyo 
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The Security 
I Like Best 


$52 million in 1955, against $34 
million in the previous year and 
it is my opinion that billings this 
year will exceed $75 million and 
may get up to as high as $85 mil- 
lion. 

Earnings of UPX last year are 
believed to have been in the 
neighborhood of $1.85 a share plus 
5 cents of capital gains, as against 
$1.06 in 1954, plus another 5 cents 
of capital gains. In my opinion, 
earnings for 1956 could exceed 
$2.25 a share and may even cross 
$2.50 a share, and if the current 
rate of progress continues, it 
would seem to me that earnings in 
three to four years could get up to 
$4-$5 a share. Depreciation 
charges currently running at the 
rate of over $8 million is an added 
constructive feature which, to- 
gether with retained earnings, will 
help the company to prepare for 
color broadcasting probably by 
the Fall of 1957, but at the same 
time has enabled the company to 
pay off some of its debt obliga- 
tions. In 1955 it is believed over 
$3.2 million in debt was paid off 
in addition to retirement of 160,- 
000 shares of $20 par value pre- 
ferred. No debt payments are due 
now until July, 1957. Approxi- 
mately 170,000 options were ex- 
ercised last year. Dividends of 
$1.20 were paid last year includ- 
ing 20 cents extra, and it would 
seem to me that if current earn- 
ings projections materialize for 
1956, a higher dividend might 
well be considered before the year 
end. 


Its 35% interest in Disney land 
is a good publicity feature and al- 
though nothing has been pulled 
down it is regarded as a huge suc- 
cess. AM-PAR-Record Corpora- 
tion, organized last June, is get- 
ting underway distributing 
Mickey Mouse records and other 
items of interest. Its 33% interest 
in Microwave Associates, a cOm- 
pany which is owned One-third 
each by UPX, Western Union and 
the Microwave scientists offers 
long-term possibilities. 


It appears to me that ABC- 
Paramount Theatres has outstand- 
ing appeal at this time and I 
would recommend its purchase. 





COMING 
EVENTS 


In Investment Field 








March 2, 1956 (Philadelphia, Pa.) 
Investment Traders Association 
of Philadelphia 32nd Annual 
Mid-Winter Dinner at the 
Bellevue-Stratford Hotel. 


March 9, 1956 (New York City) 
New York Security Dealers 
Association 30th annual dinner 
in the Grand Ballroom of the 
Biltmore Hotel. 


March 12-14, 1956 (Houston, Tex.) 
Association of Stock Exchange 
Firms meeting of Board of Gov- 
ernors. 


April 26-28, 1956 (Corpus Christi, 
Texas) 
Texas Group of Investment 
Bankers Association annual 
meeting at the Hotel Driscoll. 


April 27, 1956 (New York City) 
Security Traders Association of 
New York 20th Annual Dinner 
at the Waldorf Astoria. 


June 1, 1956 (New York City) 
Municipal Bond Club of New 
York outing at the Westchester 
Country Club. 


Oct. 3-5, 1956 (Detroit, Mich.) 
Association of Stock Exchange 
Firms meeting of Board of Gov- 
ernors. 












An Optimistic Look Ahead— 
Our National Economy in 1966 


By JAMES J. O’LEARY* 
Director of Investment Research 
Life Insurance Association of America 


Prominent insurance economist 


looks 10 years ahead and sees: 


(1) 37% increase in real Gross National Product; (2) busi- 
ness cyclical swings kept within tolerable limits; (3) persistent 


moderately rising price level; 


and (4) greater government 


economic intervention. In asserting the life insurance industry 
is the last stronghold of opposition to inflation, Mr. O’Leary 
describes the problem as one of his industry’s most important 
questions—regardless of Administration in power. The dynamic 
growth forces are seen to be: population changes, research 
and capital outlays, long-range investment plans, pace of 
business competilion, middle clas$ growth, and the govern- 
ment’s role in maintaining prosperity. 


Introduction 


Back in the days of Adam Smith 
and Thomas Malthus, economics 
was called the “dismal science.” 
This description is incorrect today 

on two counts. 
For one, de- 
spite allthe 
talk that econ- 
omists have 
discovered 
ways to con- 
trol the busi- 
ness cycle, 
economics 
certainly can- 
not be called 
a science. The 
economic be - 
havior of hu- 
man beings 
cannot be sub- 
jected to test 
tube analysis. Moreover, at the 
present time economics certainly 
cannot be described as ‘dismal.’ 
This may have been a fitting ad- 
jective back in the 1930’s in the 
days of the “mature economy” and 
the “stagnation thesis,’ but today 
economists talk in the optimistic 
terms of “expansion,” “growth” 
and “economic progress.” Eco- 
nomic theorizing is alive with op- 
timism. 
“™ In keeping with the spirit of the 
dayr I am going to let my own 
imagination run riot and specu- 
late with you about the future 
of our national economy—what it 
will be like 10 years from now, 
and how it will perform on the 
way. My view of the future will 
probably be far wide of the mark 
but perhaps it may be useful in 
stimulating your own thinking. 
The choice of a 10-year look 
ahead is at least long enough for 
you to forget my conclusions. 
Speaking about “conclusions,” you 
know its cOmmonly said that if 
all economists were laid end to 
end, they wouldn’t reach a con- 
clusion. That may have been true 
in the past, but it is not today. 

In order that you may have 
some idea of the ground I am go- 
ing to cover, I list the following 
questions to which I shall address 
myself. 

What wili be the size of our 
national economy in 1966? Can 
we continue to enjoy rapid eco- 
nomic growth and progress? 

What is likely to be the be- 
havior of the general price level 
between now and 1966? 

Are we likely to have another 
big depression or have we learned 
how to control the business cycle? 


And, finally, how, if at all, will 
the nature of our national econo- 
my change in 1966? 

Listing these questions reminds 
me of a reply made by one of my 
colleagues back in the days when 
I was teaching economics. Year 
after year in his examinations he 
employed the same identical ques- 
tions. Finally one day when he 
was drawing up the usual exam 
I pointed out that the undergradu- 
ates kept a file of past examina- 





Dr. James J. O’Leary 





*An address by Mr. O’Leary at the 
Saratoga Meeting of the General Agents 
and Managers Section of the New York 
State Association of Life Underwriters, 
Saratoga Springs, N. Y., Feb. 17, 1956. 


tions in the economics courses and 
that they always knew the ques- 
tions he’d ask. To which he re- 
plied with a grin that he knew 
that—the questions never change 
but the answers do! This is truer 
than ever today. 


As I go along in my remarks, 
you will undoubtedly recognize a 
number of implicit assumptiorts. 
There are three, however, which 
I think might be placed on the 
table at the start. First, I assume 
that we shall see a continuation 
for a number of years of the cold 
war between the East and the 
West. This will have, of course, 
the important effect of keeping 
our Federal budget at a high level 
even though we are able to avoid 
a major nuclear war. Secondly, I 
am assuming that the next 10 
years will witness increasingly in- 
tense competition between the 
American and Soviet economic 
systems, which will provide a 
strong driving force toward eco- 
nomic expansion in both countries. 
Thirdly, in their efforts to culti- 
vate the good will of the Ameri- 
can electorate, the economic poli- 
cies advocated by both the Re- 
publicans and the Democrats will 
probably not be wide apart. In- 
deed, after just reading the Eco- 
nomic Report of the President is- 
sued last month I confess that it 
is getting more and more difficult 
for me to distinguish between the 
Republicans and the Democrats. 


What Will Be the Size of Our 
National Economy by 19667 


Turning now to the first ques- 
tion, what will be the size of our 
national economy by 1966? Can 
we continue to enjoy rapid eco- 
nomic growth and progress? First, 
let us take a look at the economic 
growth which has occurred in the 
United States in the past 10 years. 
The Gross National Product, or 
the total value of goods and serv- 
ices produced annually in the 
United States, amounted to $387 
billion in 1955. In 1946 GNP was 
$283 billion, again in terms of 
1955 dollars. In other words, dur- 
ing the past 10 years we have en- 
joyed a real increase of $104 bil- 
lion, or 37%, in our Gross National 
Product as measured in constant 
purchasing power dollars. If we 
can assume that the next decade 
will produce a similar growth, this 
would mean that GNP in 1966 
would amount to about $530 bil- 
lion, still expressed in terms of 
1955 dollars. The question is, do 
we have any good basis for ex- 
pecting this continued growth? 


I am convinced that there are 
good grounds for anticipating that 
we shall have at least as much 
growth in the next 10 years as we 
had in the past decade. The rea- 
sons for this outlook are several 
and are undoubtedly familiar to 
you. For one thing, we are now in 
the midst of a period of substan- 
tial growth in our population, with 
fairly conservative estimates of the 
Census Bureau indicating that our 
population will increase by 25,- 
000,000 in the next decade bring- 
ing the total to 190,000,000 in 1966. 
The rapid increase in new family 
formations, which has been taper- 
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ing off recently, is slated to get 
under way again in a few years. 
This should, of course, give a 
stimulus to consumer expenditures 
and to business investment by 
further broadening the mass mar- 
ket. It is bound to have a far- 
reaching expansionary effect upon 
housing and durable consumer 
goods. With the large amount of 
money now being spent for in- 
dustrial research, currently at $5 
billion, it is inevitable that we 
shall have a continued growth of 
scientific knowledge and a further 
onrush of technological change. 
We are clearly upon the threshold 
of the atomic power age. We all 
know that technological change 
opens the road to heavy capital 
expenditures by business and in- 
dustry and fosters a dynamic 
economy. Moreover, it leads to 
rapid obsolescence of fixed capi- 
tal, which also paves the way for 
large investment expenditures by 
business and industry purely to 
maintain productive capacity. 


Still another irnportant force 
contributing to economic growth 
is the recent development of long- 
range investment planning by in- 
dustry. We have all been excited 
recently by the multi-billion dol- 
lar investment planning of the 
steel industry, chemical industry, 
and automobile industry. This 
long-range investment planning is 
facilitated by the regular flow of 
savings from financial institutions 
such as life insurance companies 
on an advance commitment basis. 
Still another force contributing to 
the growth is the intensified pace 
of business competition which we 
see everywhere today. The drive 
to get ahead by reducing costs not 
only stimulates business invest- 
ment but also widens the mass 
market. Another force making for 
expansion is the wide diffusion of 
well-being among our people and 
their insistent and growing desire 
to earn more and live better 
which has led to the development 
of mass markets to match mass 
production. 


Many more forces leading to 
economic expansion could be 
mentioned. Our population will 


continue to be highly mobile and 
will continue to move out of large 
metropolitan centers. We are away 
behind in meeting the demands of 
our expanding and highly mobile 
population for schools, roads, hos- 
pitals, and public improvements 
generally. Here is a vast field for 
state and local government ex- 
penditures. 


Finally, and not the least, we 
have the growing recognition on 
the part of the general public of 
the government’s responsibility in 
helping to maintain stable pros- 
perity. I shall say more about this 
presently, but it is certainly a 
powerful force toward expansion. 


The size of the Gross National 
Product in 1966 must, of course, 
be a matter of speculation. It will 
depend basically upon the size of 
our labor force, which can be cal- 
culated with a fair degree of accu- 
racy, the rate of output per man 
hour, and the average number of 
hours worked per week. Assum- 
ing a continuation of the historical 
trends in these variables it seems 
likely that GNP in 1966 will ap- 
proach $550 billion in terms of 
1955 dollars. 


Perhaps you will be interested 
in a few breakdowns of GNP at 
this level which will illustrate 
better what this means for Ameri- 
can markets. For one thing, with 
a $550 billion GNP we might ex- 
pect personal consumption ex- 
penditures to run as high as $360 
billion in 1966 as compared with 
about $250 billion in 1955. Dis- 
posable income available to indi- 
viduals would amount to about 
$380 billion compared with about 
$270 billion in 1955. Getting closer 
to our own market, on the basis 
of the relationship which has ex- 
isted in the past decade, life in- 
surance premium payments should 
amount to $13.3 billion in 1966 as 
compared with about $10 billion 
in 1955. There certainly should 
not be any lack of market for our 
product. 


Whenever I become involved in 
dealing out these billion dollar 
figures I am always reminded of 
my wife’s query—If you econo- 


(945) 9 


mists are so smart, how come we 
aren’t rich? o 
What Is Likely to Be the Behavior 
of the General Price Level ¢ 
Between Now and 1966? 


As you appreciate better than 
I, one of the most important ques- 
tions for life insurance today is 
what is likely to be the behavior 
of the general price level in the 
next decade. I do not need to tell 
you that there is a great deal of 
unanimity not only in our busi- 
ness, but also among economists, 
that the general price level will 
move steadily upward. Hardly 
anyone expects that we shall have 
runaway inflation but rather a 
moderate but persistently upward 
price movement. This idea is 
based upon three principal argu- 
ments. The first is that certain 
basic changes have occurred in 
our ecOnomy such as the growth 
of collective bargaining strength 
by labor, agricultural price sup- 
ports, and escalator clauses of 
various types which will not only 
prevent costs and prices from de- 
clining at any given level but will 
also serve gradually to push them 
up. More important, however, is 
the thought that under the Em- 
ployment Act of 1946 our Federal 
Government, whether Republican 
or Democrat, will direct its pow- 
ers toward keeping our national 
economy humming at “full em- 
ployment.” It is widely agreed 
that the goal of full employment 
is incompatible with economic sta- 
bility so that it is anticipated that 
government pressures toward full 
employment are bound to produce 
an upward push on prices. Thirdly, 
the argument is made that the 
tense international political situa- 
tion, with the resultant heavy 
Federal budget, will be an impor- 
tant contributory force toward 
higher prices. 


There is no gainsaying the power 
of these arguments, particularly 
the political pressures for main- 
taining full employment. Today 
we are living under an Adminis- 
tration dedicated to preserving 


Contiued on page 14 

















Blyth & Co., Inc. 


White, Weld & Co. 


February 21, 1956 


Glore, Forgan & Co. 


Lee Higginson Corporation 


This is under no circumstances to be construed as an offering of these securities for sale, or as 
an offer to buy, or as a solicitation of an offer to buy, any of such securities. 
The offer is made only by means of the Prospectus. 


267,856 Shares 


Michle Printing Press and 
Manufacturing Company 


Class A Common Stock 
(Non-voting, Par Value $7.50 Per Share) 





Price $24 per Share 





Copies of the Prospectus may be obtained from the undersigned only in those 
States in which the undersigned may legally offer these securities in 
compliance with the securities laws of the respective States. 


Smith, Barney & Co. 


Dean Witter & Co. 


Kidder, Peabody & Co. 
Lehman Brothers 


Bacon, Whipple & Co. 
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Ml. Y. Sec. Dealers 
To Hear Zeckendorf 


William Zeckendorf, President 
1d business executive of Webb 
nad Knapp Incorporated, nation- 
‘ly known real estate develop- 
ment concern, 
will be the 
guest speaker 
at the s0ith 
annual] dinner 
of the New 
York Security 
Dealers Asso- 
ciation at the 
3iltmore on 
Friday, March 
9, 1956. 

Mr. Zecken- 
dorf, as Presi- 
dent of Webb 
& Knapp, In- 
corporated, 

Was _instru- 
roental in securing the United 
jJ'ations for New York City. ‘The 
j resent East River home-site of 
i5e U. N. was assembled by Webb 
«* Knapp for the development of 
.”-City, a great inner city proj- 
«et, including cffice and apart- 
iment buildings, opera house, con- 


as as 





Villiam Zeckendorf 


\ontion hall, etc. This project 
as abandoned in favor of the 
T N., Mr. Zeckendorf offering 


3 
7 
i4e property to the United Na- 
i*ons at any price the organiza- 
i’on was willing to pay. Mr. John 
}>. Rockefeller, Jr., heard of this 
«fer and donated $3,500,000 to 
ive U. N. with which the world 
( -ganization purchased the prop- 
« ties from Webb and Knapp, In- 
c>-rporated. 

The company also acts, on oc- 

sion, as real estate consultants 

corporations, estates and indi- 

“tuals. The president of Webb 
«% Knapp is real estate adviser to 
1-2 Rockefeller family. The com- 
}1°m7y has advised a variety of 
«reanizations including Time, Inc. 
( ince 1938), the Columbia Broad- 
| 
] 
j 
: 


C 
4 
i 
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sting System, New York Phil- 
armonic Society, Gimbel 
‘others, the Willard Estate in 
‘shington, D. C., and the Car- 
1 ~gie Endowment for Interna- 
i onal Peace. The firm was en- 
i «ed as exclusive consultant in 
{°-2 reorganization of Vincent 
/ ctor’s real estate holdings from 
3 42 to 1945, holdings which at 
i 2 time had a book value of 
i proximately $50,000,000. 
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‘dunn, Smith, Join 
Nat'l Secs. Research 


‘Vincent P. Dunn of New Haven, 
mn., and G. Sellers Smith, Jr.; 
* Philadelphia, Pa., have joined 
‘ional Securities & Research 
~rporation as wholesale repre- 
tatives for the National Secu- 
“jes Series of mutual funds, it 
‘$s announced by H. J. Simon- 
“n, Jr., President. 
Mr. Dunn, who will make his 
s-dquarters in New Haven, will 
arve as wholesale representative 
_ Connecticut and Rhode Island. 
£>, Smith will make his head- 
“sorters in Philadelphia, serving 
3 Assistant to Vice-President G. 
‘allers Smith and wholesale rep- 
ssentative John M. R. Morton in 
xe Eastern Territory which com- 
ises the states of Delaware, 
Toryland, Michigan, Southern 
‘ew Jersey, Eastern Ohio, Penn- 
vyivania, Virginia and West Vir- 
‘nia, as well as the District of 
jumbia. 
Prior to joining National Se- 
ities, Mr. Dunn was New Eng- 
und Manager of the mutual fund 
epartment of Lee Higginson Cor- 
sration in Boston and Mr. Smith 
73 associated with Bache & 
apany in their Philadelphia 
ffice. 


With Southern Inv. 


(Special to Tue FINANCIAL CHRONICLE) 
CHARLOTTE, N. C. — Marving 
(‘. Vick has become connected 
**th Southern Investment Com- 

j cay, Inc., Johnston Building. 
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The Commercial and Financial Chronicle 


Equal Competition for Savings 


And Federal Income Taxation 


By GAYLORD A. FREEMAN, JR.* 
Vice-President, The First National Bank of Chicago 


Chicago banker at‘ributes savings and loan associations’ 
larger earnings, comparcd to commercial banks, ta: (1) higher 
mortgage portfolis ra‘io—96% against 39% of resp2clize 
savings; (2) lesser liquidity obligation; (3) liberal lending 
policy, and (4) inequitable disparity in bad debt rcserve 
allowance. Welcoming application of taxes to associations, 
since 1952, as a step towards more equal savings competi ior, 
Mr. Freeman finds even identical taxation would not reduce 
associations’ competitive advantage. Advocates increasing 
reserves so increased capital funds and reserves would allow a 
larger return to the commercial bank saver. 


The effect of Federal income taxation upon the competition 
between the commercial banks and the savings and loan associa- 
tions is not a happy subject nor is it an easy one to analyze or 
discuss. It is fraught witn emotion and is 
highly complex. Nevertheless, I am pleased 
to have the chance to discuss it for I fear 
that many of us in the past have expended 
far more emotion than intellect in consider- 
ing the problem. Today I hope we can bring 
to it less heat and more light. In short, I hope 
that, together, we can think about the ques- 
tion. 

I will start from the point that the sav- 
ings and loan associations pay substantially 
higher rates of return to the saver. This point 
is clearly illustrated in the accompanying 
table which shows the comparative rates paid 
by the banks on the one hand and the sav- 
ings and loan associations on the other in the 
principal cities of the Seventh and Eighth 
Federal Reserve Districts. 


Rates of Return Paid by 


Savings and Loan 





G. A. Freeman, Jr. 


City Banks Associations Differential 
St. Omis ......< 11% to112% 234% to3ls% % 
Milwaukee ____ &%to 1% 312% to 4% 3% 
Indianapolis __ 1% 214% to3le% 144% 
a 1% to1'Wz% 2% to 31% 1% 
Louisville ___-- 1% to1e% 3% to 5% 2% 
Cmicaczo .....—. %to 2% 214% to 3% 1% 
Little Rock.... 1% to 2% 3% to 312% 2% 
Des Moines_-_-_~- %to 2% 3% to 4% Jo 
Sioux City___-- 2% 3% % 
Memphis _-__-_-- 2% to 242% 3% 1% 


You will note that the rates paid by the savings and loan 
associations are higher in every instance. We can express this 
differential as 1% or 2% or 3%, but actually in terms of the rate 
paid, they pay 109%, 200% or 300% more than do we commercial 
banks. That is the primary reason that they attract savings that 
would otherwise come into our commercial banks. 

This being so, let us consider: 

(1) Why is it that they cen offord to pay so much higher rates 
than can we commercial banks? 

(2) How much of this ability is due to the difference in Federal 
income taxes? 

(3) What is the actual difference in Federal income tax treat- 
ment? 

(4) Is this difference fair? 

(5) What would be the effect of taxing them in the identical way 
that we are taxed? 

and lastly, 

(6) What should we do? 


(1) How Can the Savings and Loan Associations Pay So Much 
Higher Rates Than We? 


The answer is fairly simple; they can pay a higher return be- 
cause they earn a higher return. They earn a higher return 
because: 

(a) They invest virtually every dollar of their savings in 

loans, and 

(b). All of their loans are long-term and high-rate mort- 

gage loans. 


At the end of 1954 (which is the latest year for which we have 
figures), savings and loans associations had $27.3 billion of snare 
accounts and $26.2 billion of real estate mortgages; that is, they 
had 96% of their share accounts in long-term high-rate mortgage 
loans (this is not unusually high for them as the average for all 
savings and loan associations over the last 20 years has been 89% ).1 

On the other hand, we commercial banks, at the end of 1954, 
had $46.8 billion of savings and only $18.5 billion of real estate 
mortgages or 39% of our savings in real estate loans (and inci- 
ego that was higher than the average for the past 20 years 
O Yo) .2 

Of the savings entrusted to us, we do not invest nearly as 
much in mortgages because we think they are not sufficiently 
liquid tc give us the degree of safety which we feel we should 
offer to the public. 

As of the end of 1954, we commercial banks had 61%3 of our 
deposits in cash and U. S. government securities. The savings and 
loan associations had only 15%* of their share accounts in cash 
and governments, yet they claim they are liquid. 


*An address by Mr. Freeman, Jr., before the Regional Savings and Mortgage 
Conference of the American Bankers Association, Kansas City, Mo., Jan. 30, 
1956. 

1 American Bankers Association, Savings and Mortgage Statistics, March, 
1955. 

2 Ibid. 

3 F.D.1.C. Annual Report, 1954, p. 123. 

4 Home Loan Bank Board, Combined Financial Statements, 1954, p. 15. 
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We not only wouldn’t invest as the savings end loan associa- 
tions dc—we couldn’t. Congress has forbidden national banks and 
state member banks from investing any more than their capital 
and surp!us (or 60% of time deposits) 1n such mortgages.5 Why? 
Because Congress wants the banks to be liquid—so that the savers’ 
funds will be safe and available. 

Congress does not require the same safety or liquidity of sav- 
ings and lcan associations. As a part of the emergency H.O.L.C. 
Act of 1933, Congress authorized the organizaiion of federal sav- 
ings and loans for the primary purpose of providing a market for 
mortgege loans and it cortinues to encourage their growth in 
order to maintain that market.€ 

This suggests that instead of our objecting to the savings and 
loan asscciations’ referring to themselves as “Saving; Associa- 
tions,’ 7 we should refer to them—and encourage the press to refer 
to them—as “Loan Associations,” which is what they were meant 
to be—and are. 

The net effect is that because of their less conservative lend- 
ing policy, the lcan associations earn relatively much more than 
we do. 

(2) How Much of This Difference in Ability te Pay Is Due to This 

Difference in Federal Income Tax Treatment? 


It is this difference in gross earnings rather than any major 
difference in expenses or taxes that accounts for the difference 
in net. 

Comparative expenses are not unlike. For each $1,000,000 of 
deposits or share accounts in 1954 the cperating expenses—before 
interest (dividends) were, loan associations $13,060, banks 
$16,474.9 Thus, the difference in the investment policies carries 
through to earnings available for interest, dividends and reserves. 

In 1954, for each $1,900,000 of share accounts (or deposits), 
the loan associations had earnings before dividends and reserves 
of $37,283,1° and the insured banks had earnings before interest 
and reserves of only $11,404.11 

With earnings of about three times ours, the loan associations 
tan pay a much higher rate. Obviously, our more conservative 
lending policy is the principal reason why we cannot match the 
rate they pay. 

Of course, some of this difference in ability to pay is due to 
the inequitable difference in tax treatment—but you may be sur- 
prised at how little. If the commercial banks had virtually es- 
caped taxation in 1954, as the loan associations did, the relative 
earnings per million dollars of share accounts—or deposits—be- 
fore dividends and interest on savings, would have been: loan 
associations $37,283 and banks $16,276. That is, even if we were 
taxed alike, their earnings would be more than twice the amount 
of ours. It is the difference in investment policy, rather than the 
difference in tax treatment, which accounts for the great differ- 
ence in earnings. 

Thus, it is apparent that the primary reason the loan associa- 
tions are taking the savings business away from the banks is that 
they pay higher returns. They pay these higher returns because 
they earn more. They earn more primarily because they follow a 
less conservative investment policy than we banks do—not because 
of the difference in tax treatment. 


(3) What Is the Actual Difference in Federal Income Tax Treat- 
ment of Commercial Banks and Loan Associations? 


The loan association, like the mutual savings bank, was for 
years considered to be a form of cooperative and hence exempt 
from federal income taxation. 


Why are cooperatives exempt? Historically, cooperative organ- 
izations operated for mutual purposes and without profit, such as 
agricultural or Jabor organizations, mutual savings banks not hav- 
ing a capital stock and building and loan associations have been 
given preferential treatment by the Internal Revenue Code. 

Why is this so? It is generally supposed that such associa- 
tions are mutual buying, lending or selling groups. They merely 
make rebates of price (or interest) to their participating members 
and do not kave profits as such. As they are corporations without 
stock, any income or profit is rebated to, and realized by, the 
members rather than the corporation. 

But this basis for exemption has not been present in the typi- 
cal loan association for some time. The loan association has long 
ceased to deal exclusively with its members and, on the contrary, 
dealers with the general public as does an ordinary stock corpora- 
tion incorporated for profit (such as a commercial bank); hence, 
the underlying reason for exemption no longer exists. 

Some courts were aware of this change and a few attempted 
to limit the exemption by saying: 

rs . it seems clear that, when it (the association) ceases 
to be substantially mutual and adopts as its chief business 
dealing for profit with the general public by the methods of 
an ordinary savings bank, it is no longer a building associa- 
tion, entitled to be exempted from income taxation under the 
statute in question.1!2 


But, rather than letting the courts and the Bureau of Internal 
Revenue work toward taxation of the loan associations on a proper 
basis, some bank groups, in 1951, made a heated attack on them in 
Congress and attempted to have them taxed as we are taxed— 
strictly as a competitive matter. Congress did amend the Internal 
Revenue Code, subjecting the loan association to federal income 
tax for the years beginning after Dec. 31, 1951.13 


Thus, the savings and loan associations are now subject to 
the federal income tax—not a special or a different tax but pre- 





5 Banking Act of 1935, Title II, Sec. 208. 

6 See Statement of Sen. Prescott Bush im the 83rd Congress in Hearings 
on SB 975 on p. 75: “We should have the law established and the policy 
established on a basis that will lend all of the encouragement possible to 
people to put their money into depositories who are going to lend it privately 
for the building of homes so as to get this home building business off the back 
of the Government where it has found itself for some years.’ Of course, Senator 
Bush overlooks the fact that all insured commercial banks (as of the end of 
1954) held over $18.3 billion of mortgage. (F.D.I.C. Annual Report, 1954, 

a SS, 
7In the case of federal associations, this appears to be a clear viclation 
of Section 5(a) of the Home Owners Lean Act of 1933 which specifies that 
such associations shall be known as ‘‘Federal Savings and Loan Associations.” 

8 Home Loan Bank Board, Op. Cit., pp. 14 and 52. 

9 F.D.I.C., Op. Cit., pp. 130 and 138. 

10 heme Loen Bank soard, Up Cit., pp. 14 and £2. 

JI FD.A1.C.. Qn. Cit... ro. 130 ard 138. 

12 Liley Building & Loan vs. Miller, Collector of Internal Revenue, (1922) 
280 F. 143 at 147 Aff’d 285 F. 1020, Cert. Den’d., 262 U. S. 754. 

13 By removing them from the list of exempt corporations under the then 
Section 101 of the Internal Revenue Code. 
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cisely the same tax and the same tax law that we commercial 
banks are subject to. 


But, there.is one great difference! 


As -you:knoew;-no business corporations are taxed on their 
gross income. We banks, like other corporations, are allowed to 
deduct from gross income our business expenses; that is, salaries, 
rent, supplies and other business costs, including the interest that 
we pay to our savings depositors. We can also deduct the amount 
of our losses.on bad loans. Or, as an alternative, we can deduct 
from taxable income, and set aside, an amount to cover lesses.on 
bad debt§ which we are likely to suffer in the future. This is 
deducted as an “addition to reserves for bad debts.” 


The loan associations, which are otherwise subject to the. 


same tax provisions as we, are, however, allowed to deduct a much’. 


larger amount from taxable income and add to their reserves for 
bad debts. It is this single difference, the amount which can be 
deducted from taxable income and added to reserves for bad debts, 
that distinguishes the tax treatment accorded the loan associa-- 
tions from that aecorded our commercial banks. It is the only 
difference in the way we are taxed. 


Let us stop at this point for a moment and recall what we 
commercial banks are allowed to do in the way of deducting from 
taxable income an amount to put into a reserve tor bad debts. 


As a result of several successive steps,!4 the Treasury Depart- 
ment has interpreted the Revenue Code to provide that a bank 
can make annual additions to a reserve for bad debts equal to ifs 
worst 20-year!5 ratio of loan losses to loans, times total loans at 
the end of the current year. 

There are two limitations on our deductions for reserves. 


First, the aggregate reserves built up over the years, from 
cumulative deductions of this kind, less actual losses 
charged against the reserve, cannot exceed three times the 
average loss exverience factor applied to outstanding loans. 
Second, in the first year a bank adopts the reserve for bad 
cebt method, it can add to its reserve only one-third of its 
maximum permissible reserve, and in the.second year only 
one-half the difference between its reserve balance and the 
maximum permissible reserve. 


Thus, we are subject to a limitation on the amount we can 
deduct each year and a further limitation that we cannot make 
further deductions once the aggregate amount of our reserves 
reaches toree times the maximum current addition. 


Since these reserves are at the present time based on each 
bank's loss experience, there is no uniformity in the amount of 
deductions. But according to figures prepared by the Federal Re- 
serve Bank of Chicago!6 loss experience for all member banks in 
the 20 worst years, 1928-1947, was 8/10 of 1% (0.8%). 


Three times this average loss experience is 2.4%. Thus, the 
maximum amount that can be built up from such successive years 
"f deductions is 2.4% of loans. Inasmuch as the banks, as of Dec. 31, 
1954, had only 41% of their deposits in loans, this 2.4% of loans 
equals about 1% of deposits. 


The net effect of this is that, using 1954 figures, the most that 
the average bank could have deducted from taxable income was 


only 10% of net operating earnings!7 which is only 2/10 of 1% ' 


(0.2%) ot deposits. 


Now for a moment, let’s look at what a loan association can 
do. 

It is allowed to deduct an “amount by which 12% of the total 
deposits or withdrawable accounts of its depositors at the close 
of such year exceeds the sum of its surplus, undivided profits, 
and reserves at the beginning of the taxable year.’’18 


Thus, until its reserves reach 12% of share accounts (which, in 
short, is equivalent to 12% of deposits), a loan association can de- 
duct all of its net income from taxable income—hence, it does 
‘ not need to pay any Federal income tax. 


At the end of 1954 the average ratio of loan association re- 
serves (and undivided profits) to share accounts was 8.3%. Very 
few loan associations had reserves of 12% of share accounts— 
hence very few loan associations paid any Federal income tax. 
(4) Is This Difference In Tax Treatment Fair? 


Since reserves are set aside to absorb future. losses, the 
amount of such reserves should depend on the size of probable 
losses—and since loan associations have much more at risk—and 
at greater risk—than we do, perhaps they should be permitted to 
build up greater reserves in relation to share accounts than we 
can in relation to deposits. Since their loans are riskier than ours, 
serhaps they should be allowed to build up greater reserves in 
relation to loans. Since more of their income comes from interest 
on loans, perhaps they should be allowed to deduct a somewhat 
larger portion of their income than we—But the great disparity 
between the deductions allowed to loan associations and those 
allowed to the banks is grossly unfair. 


They can deduct 100% of income—we can deduct 10%.19 

They can build reserves of 12% of share accounts—we can 
build reserves of 1% of deposits. 

They can build reserves of 12% of loans2°—we can build re- 
serves of 2.4% of loans. 

That just isn’t fair! 

Totally aside from the question of competition for the public’s 
savings, it isn’t fair to require us to pay such taxes when they 
escape. We are in effect bearing a part of their share of the 
tax burden. 

This is proven by an examination of the dollar amounts of 
taxes paid by the commercial banks on the one hand, and the loan 


Continued on page 13 





14 See Internal Revenue Service Mimeograph 6209 (issued Dec. 8, 1947) 
and Internal Revenue Service Ruling 54-55 (issued on April 8, 1954). 

15 A bank can select any 20 consecutive years beginning with 1928. 

16 Prepared by the Research Department, Federal Reserve Bank of Chicago, 
Aug. 13, 1948. 

17 Actually, in 1954, because many of the smaller banks do not find the 
reserve method attractive, the commercial banks in the aggregate deducted, 
as additions to such reserves, an amount equal to only 7% of net earnings 
before taxes. F.D.I.C. Annual Report, 1954. 

18 Section 593 of the 1954 Internal Revenue Code. 

19 On the basis of 1954 figures. 

200On the assumption that their loans approximately equal their share 


accounts. At the end of the third quarter of 1955 their loans were over 100% 
ef share accounts. 
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The Crying Need for Hard Money 


By B. BARRET GRIFFITH* 


Elsinore Cattle Company, Ince. 
Colorado Springs, Colorado 


Gold price increase to $100 and return to hard money advo- 

cated by Mr. Griffith to solve all present agriculture, mone- 

tary affairs and foreign problems. Believes over $12 billion 

in liabili:ies to foreigners will be cashed in for gold because 

foreigners have restricted their American investments to cash 
or short-term Treasury obligations. 


Although the handwriting on 
the -wall.is. ominous, there is 
nothing apparent today in agri- 
culture, monetary -affairs, or for- 

eign problems 
which could 
not be solved 
by a higher 
price for gold 
and return to 
hard money. 
Greatest ob- 
stacle to solu- 
tion to today’s 
problems 
seems to be 
the reluctance 
of some eco- 
nomic and 
monetary 
managers in 
Washington to 
admit failures to manage com- 
pletely and entirely our eco- 
nomic and monetary affairs. Facis 
suggest that gold miners, ranchers 
and farmers together must advo- 
cate hard money. 


In agriculture we are appar- 


go eng a 


B. Barret Griffith 


ently suffering from a depression 


of abundance. The = surpluses, 
representing billions of dollars in 
taxpayers investment, resulted 
from government managers who 
apparently were not divine. Ex- 
emplifying the empty hollowness 
of plans being submitted as solu- 
tion to our agricultural problem 
may be the recent newspaper re- 
port that. Mordecai Ezekiel, one 
of the drafters of the Agricultural 
Adjustment Act and consequently 
one of the founding fathers of 





*A talk by Mr. 
Miners Conference 
Colo., Feb. 3, 1956. 


Griffith before the 
Meeting, Denver, 


our present agricultural surpluses, 
is now on the payroll of the UN 
living comfortably in Rome and 
devoting his thoughts to solving 
the problem of surpluses by 
spending huge additional tunds 
for that purpose. 

Turning to the foreign situa- 
tion, it appears that problem is 
the direct opposite to the one of 
agricultural surpluses. Reduced to 
the lowest common denominator, 
the foreign problem seems to be 
related to the problem of hungry 
populations throughout a substan- 
tial part of this world. Since 1945 
world population seems to have 
increased by about 150 million 
people. Apparently many people 
in the Far East and the Middle 
East are hungry, now, today. 
However, solution to the problem, 
suggested and offered by Wash- 
ington experts seems to be a plan 
whereby the American taxpayer 
would finance the cultivation of 
land in under-developed areas 
and build plants for the later pro- 
duction of manufactured goods in 
those areas. Meantime, American 
taxpavers should give away and 
humiliate the hungry by a food 
and dollar dole until such time as 
their lands and factories come 
into production. American tax- 
payers are told that additional 
dollars must be spent both to 
solve the problem of our agricul- 
tural surpluses at home and the 
problem of food shortages abroad. 

Turning briefly to our mone- 
tary situation and particularly the 
position of gold, there are several 
interesting and noteworthy fac- 
tors. Our present monetary gold 
stock totals about $21.7 billion. 
Total monetary liabilities to for- 
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eigners are approaching $12 bil- 
lion. You wiil recall that Ameri- 
can dollars in the hands of for- 
eigners are redeemable in gold 
although you and I as American 
citizens are denied that right, or 
even the right to own gold or gold 
coin. During the last month [I 
have read articles and reports of 
interviews with nationally known 
economists on the subject of the 
adequacy of The United States of 
America gold reserves. If our 
gold stock is adequate and satis— 
factory, why recently has there 
been so much discussion about it? 
If economists can read the minds 
of foreigners and therefrom con-- 
clude that those foreigners under 
no circumstances would withdraw 
gold from this country, why have 
those same foreigners restricted 
their American investments to 
either cash or very short-term 
Treasury obligations? 


From facts as they are (agri- 
cultural surpluses at home; hun- 
gry people abroad; and lack of 
one hard currency available to 
all) solution to at least some oz 
today’s problems appears to be 
self-evident. They suggest (1) 
give to American citizens the 
same convertible and hard dollar 
that is available to foreigners and 
thus create a medium of exchange 
in which all men would have 
equal confidence and thus be en- 
couraged to trade goods and serv= 
ices; (2) permit American farm- 
ers, ranchers, and businessmen the 
right to trade and sell their goods 
to foreigners at agreeable prices, 
arrived at both by realistically 
adjusting commodity prices and 
the value of gold upward to a 
limit of $100 per ounce; and (3) 
endorse the Memorial passed by 
Colorado House of Representa- 
tives, Jan. 11, 1956, with supple- 
ment to it to include gold re- 
valuation to spur trade and to 
extend the same to miners as to 
farmers and ranchers, suggested 
tax provisions. 


Joins King Merritt 
(Special to THe FrnaNnctat CHRONICLE) 
SPRINGFIELD, Mo.—John W. 
Jenkins kas become _ associated 
with King Merritt & Co., Ine., 
Woodruff Building. 
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WM. E. POLLOCK & CO., INC. 


$3,645,000 


Louisville and Nashville Railroad 
Equipment Trust, Series O 


3% Equipment Trust Certificates 


(Philadelphia Plan) 


To mature $243,000 annually March 15, 1957 to 1971, inclusive 


To be guaranteed unconditionally as to payment of par value and dividends by | 
endorsement by Louisville and Nashville Railroad Company 


MATURITIES AND YIELDS 


(Accrued interest to be added) 


2.80% 1962 3.00% 1967 3.05% 
1958 2.90 1963 3.00 1968 3.05 
1959 2.95 1964 3.00 1969 3.05 
1960 2.975 1965 3.00 1970 3.05 
1961 3.00 1966 3.05 1971 3.05 
Issuance and sale of these Certificates are subject to authorization by the Interstate Commerce Commission. 


The Offering Circular may be obtained in any State in which this announcement is circulated from only 
such of the undersigned and other dealers as may lawfully offer these securities in such State, 


HALSEY, STUART & CO. Inc. 
R. W. PRESSPRICH & CO. 
GREGORY & SONS 


L. F. ROTHSCHILD & CO. 
THE ILLINOIS COMPANY 
McMASTER HUTCHINSON & CO. 





INCORPORATED 
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Federal Reserve's Credit 
Restraining Activities 


By WILLIAM McCHESNEY MARTIN, JR.* 
Chairman, Board of Governors, Federal Reserve System 


Board Chairman Martin finds 


indispensable monetary policy 


requires cooperation with debt management, and prudent 
business, labor, finance and agricultural leadership. Depicts 
System’s objective as providing hard-to-gauge right volume 
of bank reserves. Credit restraining activities seen in increased 
member bank borrowings accompanied by successively in- 
creased discount rates, and twice raised security margin re- 


quirements. 


Board head discusses: (1) shift in commercial 
bank portfolios out of Governments; 


(2) rising demand 


deposit velocity; (3) non-money market effect of increased 
Government securities purchases; (4) unusual float rise; and 
(5) aid to international trade financing and to the Treasury. 


On behalf of the Board of Gov- 
ernors, I should like to express 
appreciation of this opportunity to 
report to you on the nation’s 
credit and 
monetary 
developments 
during 1955. 
The Presi- 
dent’s Eco- 
nomic Report 
describes in 
detail the 
generally 
gratifying 
performance 
of the nation’s 
economy, 
except for 
agriculture, 
over the past 
year and you 





W. McC. Martin, Jr. 


have already had testimony deai- 
ing with important phases of the 
subject. The only supplement I 
will offer for your background 
information is a small chart book 
of key statistical information on 


domestic and international eco- 
nomic developments over the past 
year. My prepared statement will 
relate mainly to adaptations in 
Federal Reserve operations in 
response to the changing economic 
situation. 


Ease to Restraint 


In 1955 Federal Reserve policy 
shifted from maintenance of ease 
in the money market to restraint 
of inflationary developments. 
During January, System policy 
continued to be directed toward 
fostering recovery, while main- 
taining conditions in credit mar- 
kets that would avoid unsustain- 
able expansion. Beginning in 
February, however, and for the 
remainder of the year, as over-all 
demands mounted, as_ industrial 
output approached capacity and 
inflationary pressures appeared, 
measures were adopted to mod- 
erate the pace of credit expansion. 
Federal Reserve action sought to 
keep growth in bank credit con- 
sistent with growth in. employ- 
ment and production. Increased 
credit demands exerted increasing 
pressure on bank reserve posi- 
tions; borrowed funds became less 
readily available to marginal 
users, and interest rates rose. 


Lending Restraints 

In pursuance of this policy of 
restraint on bank credit expan- 
sion, the Reserve System reduced 
slightly over the year its portfolio 
of United States Government se- 
curities. Commercial banks, in 
order to meet growing loan de- 
mands from their customers, had 
to sell a large amount of Govern- 
ment securities to non-bank 
holders. These banks also in- 
creased both the frequency and 


magnitude of their borrowing 
from the Reserve Banks. The fact 
that the banks found it necessary 
to borrow did, in itself, impose 
some restraint on their lending 
activity. This restraint was rein- 
forced by successive increases in 
‘the discount rates charged by 





*Testimony by Mr. Martin before the 


Joint Committee on the Economic Report, 
Feb. 7, 1956. 


Federal Reserve Banks on member 
bank borrowing. 


Loans and Investments 


For the year 1955 as a whole, 
the rise in total loans and invest- 
ments of commercial banks 
amounted to approximately $5 
billion or about 3%—a smaller 
expansion than in 1954. Loans and 
investments, excluding United 


_ States Government securities, rose 


by $12 billion or 15%—the larg- 
est growth of any year since 1950. 


- Through sales and run-offs at 


maturity,. bank holdings of Gov- 
ernment securities were reduced 
by $7 billion, mainly in short- 


‘term issues. This shift from Gov-. 
‘ernment'securities to business and 


consumer loans caused bank 
liquidity to decline, which in turn 
worked to restrain. bank lending. 


Money and Velocity 


Like the increase in total bank 
credit, the rise in the active 
money supply, namely, the de- 
mand deposit and currency hold- 
ings of consumers and businesses, 
was moderate. For the year, the 
money supply rose about $3.5 bil- 
lion or less than 3%. The turnover 
of demand deposits outside lead- 
ing financial centers, however, 
rose from 19.2 times a year in 
1954 to 20.4 times, or by 6% re- 
flecting more active use of exist- 
ing money. Deposit turnover in 
financial ‘centers was also faster 
than in 1954. As compared with 
1954, the increase in time deposits 
in 1955 was much less at com- 
mercial banks and about the same 
at mutual savings banks. Growth 
in savings and loans shares was 
somewhat greater than in the 
preceding year. 


Shift in Governments 


Nonbank sectors of the com- 
munity, particularly business 
corporations, State and local 
governments, pension and trust 
funds, and individuals, added sub- 
stantially to their holdings of 
United States Government securi- 
ties, including the short-term is- 
sues sold by .banks. This shift in 
ownership of Government securi- 
ties represented a _ reversal of 
developments in 1954 when 
commercial banks added appre- 
ciably to their holdings of 
Government securities by market 
purchases from nonbank holders 
while increasing loans only 
slightly. Nonbank lenders also 
extended more credit to private 
borrowers in 1955 than in previous 
years. Especially sharp was the 
rise in mortgage and consumer 
credit. 


Although policy actions of the 
Federal Reserve in 1955 tended 
to produce a gradually increas- 
ing degree of restraint over much 
of the year, most of the System’s 
open market operations, including 
repurchase agreements with 
dealers in Government securities, 
sought to moderate the impact of 
seasonal factors on the money 
market. In January and February 
the System sold, or allowed to 
mature without replacement, $1.3 
billion of United States Govern- 
ment securities. This was mainly 
for the purpose of absorbing re- 
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serves made available by the 
seasonal return of currency from 
circulation. and the reduction in 
required reserves associated with 
the seasonal deposit decline. Since 
the declines both in currency de- 
mands and required reserves were 
less than usual for the season, 
some additional member bank 
borrowing from the Reserve 
Banks resulted. Borrowings, which 
averaged about $300 million in 
December, 1954 and January, 1955, 
increased to $500 million in March 


and April, 1955. This change 
marked a shift in the emphasis 
of Federal Reserve operations 


from ease toward moderate re- 
straint. 

During the second quarter of 
the year Federal Reserve opera- 
tions in the Government securi- 
ties market were small, and there 
was little net change in commer- 
cial bank reserve positions. In 
recognition of the rise in market 
rates of interest that had been 
occurring since the summer of 
1954, the Federal Reserve Banks 
raised their discount rates in 
April from 1% to 1%4%. 


Stock Margins 


The Board of Governors raised 
margin requirements for pur- 
chasing and carrying listed securi- 
ties from 50 to 60% in early Janu- 
ary and again to 70% in late April. 
The volume of ‘stock market 


credit, which had risen sharply 
from early. 1954 _ through — the 
spring of 1955, thereafter ex- 


panded but little. - 


In the early art sad July, the. 
System purchased -Government. 
securities to supply banks. with 
reserves to meet temporary 
seasonal needs, including Treasury 
borrowing -in the market. From. 
mid-July to late September, the- 
System’s holdings of securities de- 
clined and member bank borrow-. 
ing from the Reserve Banks rose 
in September to a daily average 
level of about $850 million, as 
compared with an average of $400 
million in June. Interbank bor- 
rowing also increased during this 
period. In early August, discount 
rates were raised from 1% to 2% 
at 11 Reserve Banks and 24% 
at the Federal Reserve Bank of 
Cleveland. The 24% rate was 
established at all’ Reserve Banks 
by early September. Thus in this 
period restraint on bank credit 
expansion was firmed. 


$1 Billion Governments Added 


In late September, the System 
resumed purchases of Government 
securities. Between that time and 
the year-end more than $1 billion 
had been added to the Federal 
Reserve portfolio of securities, of 
which about $350 million were 
securities acquired under repur- 
chase agreements. These opera- 
tions offset seasonal drains on 
bank reserves and did not ease 
the money market. In mid- 
November, restraint on bank 
credit expansion was again 
strengthened by a further increase 
in discount rates to 24%% at all 
Federal Reserve Banks. 


Treasury Aided 

During the year, outright pur- 
chases of Government securities 
by the Federal Reserve were 
confined almost entirely to Treas- 
ury bills. At the end of November, 
however, the System entered into 
commitments to purchase $167 
million of new certificates when 
issued on December 8. The specific 
occasion for an acquisition of cer- 
tificates rather than Treasury bills 
was to facilitate a large-scale 
Treasury refunding operation in 
the face of a more stringent 
money market than was foreseen 
when the terms of the Treasury 
refunding were decided upon. 
Another unforeseen circumstance 
was an unusually large volume of 
maturing issues held by investors 
desiring cash, which made them 
indifferent to the terms of the 
exchange offering. 


Unusual Float Increase 


Toward the close of the year, 
as is usual, additions to the Sys- 


tem’s. portfolio consisted of tem- 
porary purchases of securities 
under repurchase agreements with 
dealers in Government securities. 
The pitrpose of these -purchases 
was to moderate the effect on the 
money market of the exception- 
ally heavy volume of business and 
financial payyments at the year- 
end. Reserves also became avail- 
able about this time through an 
unusually large and _ sustained 
seasonal increase in Federal Re- 
serve float, which reflects the 
volume of credits to the depositing 
banks’ reserve accounts for checks 
still in process of _ collection 
through the Reserve Banks. 

At the year-end the money 
market continued firm in tone 
because of the large demands for 
liquidity, the temporary nature of 
some of the reserve funds avail- 
able to the market, and the effect 
of higher discount rates in keep- 
ing down member bank borrow- 
ings 

Flexible Action 

In summary, the year 1955 was 
marked by the flexibility and 
adaptability that are essential in 
the administration of monetary 
policy if it is to play its proper 
role. Above all, timeliness is 
vital. In retrospect I think it fair 
to say that the transition of 
monetary policy from ease to 
restraint in 1955 .was effected 
promptly as economic recovery’ 
was achieved and capacity output, ~ 
accompanied by inflationary ten- 
dencies, was approached. 


“Federal Reserve Objective 
I did not take part a year ago” 
in your hearings on the Economic 
Report but the preceding Febru- 
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ary of 1954 I emphasized in my 
statement to you that the objec- 
tive of Federal Reserve policy and 
action is to make available a 
volume. of bank reserves that will 
safeguard ‘the economy. from the 
oversupply that makes for infla- 
tion or the undersupply that 
makes for deflation. The exact 
amount of reserves needed for 
this purpose is difficult to measure 
with fine precision ahead of time. 
The goal is a growing economy 
and a rising standard of living 
for the nation. 

Monetary policy, closely co- 
ordinated with debt management, 
can contribute to the attainment 
of that objective but cannot by 
itself thAdnthin the steady and 
sustainable economic progress we 
all wish to have. Responsibility 
for continued progress rests not 
alone on Government, but upon 
the practice of prudence and self- 
restraint on the part of leadership 
in business and finance, in labor, 
and in agriculture. 


Indispensable 


The operation of free markets 
may-be counted upon to bring 
about many essential adjustments 
without the direct intervention of 
Government: The performance of 
the economy in the last few years 
justifies, I**believe, renewal of 
faith in monetary action as an 
indispensable, though by no means 
omnipotent: factor, in the orderly 
development of the economy 
-under. private enterprise institu- 
-tions. I continue to have that 


2 _ cautious optimism about the 


future which I expressed here two 
years ago. 





Comoe Planners Shift Signals, Says Rukeyser 


Change in Federal policy from caution to increased merchan- 
dising zeal noted by commentater. -Says regulators are now 
maneuvering to foster sales, instead of sitting on the iid of a 


boom. Cautions against. 


“headline thinking,” 


over-magnify- 


ing immediate short-term fluctuations. 


“GRAND RAPIDS, Mich. — The 
significance of recent economic 
planning by the Federal authori- 
ties in the housing field has been 
to shift sig-.- 
nals from cau- 
tion to in- 
creased mer- 
chandising 
zeal. This 
view was ex- 
pressedby 
Merryle Sian- 
ley Rukeyser, 
business col- 
umnist, au- 
thor, and eco- 
nomic con- 
sultant, in a 
speech here at 
the 67th an- 
nual conven- Searapte -B. Fatpayors 
tion of the Michigan Retail Lum- 
ber Dealers Association. 


Mr. Rukeyser said: “While busi- 
ness executives, bankers, and 
legislators have been debating 
whether consumer debt is too 
high and whether the terms are 
too loose, the Eisenhower Admin- 
istration through its Veterans Ad- 
ministration and the Federal 
Housing Administration recently 
put out a green light. These 
supervisory Federal agencies sig- 
naled that the danger of a run- 
away inflation in housing was 
over, and they expressed this 
viewpoint through reversing the 
cautionary action of last July in 
shortening maximum terms for 
home mortgages from 30 to 25 
years. The latest adjustment re- 
stores the 30 year limit, and has 
the effect of reducing monthly 
payments by home owners. How- 
ever, the moderately increased 
down payment requirements are 
continued. 


“The fact that the earlier re- 
strictive action had brought re- 
sults was shown in decreased 
monthly applications to both the 
Veterans Administration and the 
Federal Housing Administration 
for appraisals of homes as a pre- 





lude to mortgage guarantees. The 
impact of the new ruling is to 
shift gears, and the regulators, 
instead of sitting on the lid of a 
boom, are now maneuvering to 
foster sales. In addition, there is 


‘official encouragement.of plans to 


modernize old homes, . 


No Basis For Criticism 


“Inconsistency of rulings should 
not be interpreted as a basis for 
adverse criticism. On the con- 
trary, management of the national 
economy through indirect credit 
and related controls must, in the 
nature of things, be flexible. A 
classic sponsor of such procedures, 
the late Paul M. Warburg, intel- 
lectual father of the Federal Re- 
serve System, counselled that the 
‘way to avoid a bust is to sit on 
the bulge during a boom.’ In light 
of the letting down in demand, 
the Federal housing authorities 
felt that the time is here to relax 
restrictions. It should be noted 
that the Eisenhower Administra- 
tion prefers to rely on these indi- 
rect controls as an alternative to 
direct price fixing amd rationing, 
which were at times used by the 
New Deal and the Fair Deal. Dr. 
Gabriel Hauge, the President’s 
economic advisor, pointed out that 
these indirect methods retain an 
optimum of decision-making in 
the hands of the individual cus- 
tomer. 


“In view of the continuing de- 
bate, especially in banking quar- 
ters, as to whether consumer 
credit totals are too high and 
whether payoffs are inadequate, 
it will be well to alert the in- 
dividual to the desirability of 
self regulation through prudently 
relating fixed commitments to 
personal income, actual and pro- 
jected. A review of credit ex- 
perience during the depressed 
1930s’ shows that the credit buyer 
tapered off new commitments as 
conditions changed just as the 
cash buyer did. As a result, pay- 
offs on consumer credit were 
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Satisfactory, and the loss. ratio 
to lenders was much less than on 
more conventionally approved 


older types of commercial and in- 


dustrial and governmental credits. 

“In an expanding economy, it 
relieves shock to be prepared for 
record breaking totals. The ratios 
of commitments to expected in- 
come are more significant than 
the undigested totals. The big 
bulge in consumer credits re- 
flected the boom in automobiles 
in 1955 and in housing in the first 
part of 1955 before restrictive 
action in July. The letdown in 
housing demand and the current 
calming down in automobile pur- 
chases will inject self corrective 
processes into the statistics of 
consumer credit.” 


Mr. Rukeyser, who is author of © 


“Financial Security in a Changing 
World,” pointed out that the na- 
tional economy is strengthened as 
individual buyers exercise dis- 
crimination and self restraint. He 
cautioned against headline think- 
ing, which overmagnifies immedi- 
ate short-term f.uctuations, and 
urged kusiness statesmanship to 
put their sights on long-term ov- 
portunit'es and prospects. He 
admonished that longer mortgage 
terms impose on the construction 
industry obligations to build qua- 
lity and endurance into new struc- 
tures, which should be made to 
outlast the financial obligations 
which they bring into being. 


Weston Smith Heads 
Firm in Shareholder 
Relations Counselling 


Weston Smith has organized 
and will direct ‘Financial Public 
Relations Counsultants,” a new 
firm specializing in counsel to 
corporate 
management 
in.. investor 
and financial 
community 
relations. Of- 
fices have 
been opened 
at 33 Rector 
Street, N. Y. 

Recently re- 
signed as Ex- 
ecutive Vice- 
President of 
‘Financial 
World,” Mr. 
Smith has 
been retained 
as a Consultant by the nationu 
weekly magazine to continue the 
Annual Report Surveys’ and 
Oscar-of-Industry Awards which 
he originated and has directed 
for 15 years. As in the past, selec- 
tions of the best reports will be 
handled by an independent board 
of jude <é. 

In acdition to surveying 5,000 
annual reports each year, Mr. 
Smith recently completed his 10th 
annual review of the shareholder 
relations policies of 1,000 indus- 
trial corporations. As a result, he 
has collected one of the country’s 
largest libraries of stockholder 
cor.munications and information 
materia] sent to the financial 
community. 

After serving “Financial World” 
successfully as statistician, secu- 
rity analyst, financial writer and 
associate editor, Mr. Smith in 1943 
was appointed survey director 
and an officer of the publishing 
company. 

A frequent lecturer on the sub- 
jects of annual reports and 
management - investor relations, 
Weston Smith is author of the 
“Stockholder Guidebook” and 
“Shareholder Relations Manual.” 
He is a past president of the N. Y. 
Chapter, Public Relations So- 
ciety of America. 


Joins Bache Staff 


(Special to THe FinanciaL CHRONICLE) 
CLEVELAND, Ohio—Francis P. 
Smith is now with Bache & Co., 
National City East Sixth Build- 
ing. 
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Equal Competition for Savings 
And Federal Income Taxation 


associations on the other, since the end of 1951 when they first 
became taxable. 


Amount of Federal Income Taxes Paid by 








Banks Loan Associations 
ES Rae eee $ 695,000,000 $ 2,485,000 
SOs ete 786,000,000 3,977,000 
Bw cncapbionadaewas 907,000,000 4,391,000 
I sic $2,388,000,000 $10,853,000 


That is grossly unfair—not only to the banks—but to all 
taxpayers for they are bearing a part of the loan associations’ 
just share of taxes. 

The law should be changed in order that these profit-mak- 
ing (and profit-retaining) corporations might pay their fair share 
of the great tax burden. 

But! We are not only interested in (and motivated by) a 
desire for justice, we are also interested in achieving conditions 
under which we would have a more equal opportunity to compete 
for savings. 


Hence we come to our next question. 


(5) Would A Reduction in the Loan Associations’ Reserves Reduce 
Their Competitive Advantage? 


Looking at the matter in its purely competitive aspect, our 
question is — would taxing the loan associations exactly as we are 
taxed cause them 


i. to reduce the rate of dividends which they pay the 
saver; or 
ii. to maintain their dividend rate and reduce their addi- 
tions to reserves; or 
iii. to increase their dividend rates and reduce additions to 
reserves? © 


Since it is the payment of higher dividends that is the loan 
associations’ present advantage, 

the banks will benefit if the loan associations reduce their 
dividends, 

the banks will be no better off if the loan associations main- 
tain their present dividend rate, and 

the banks will be.at an even greater disadvantage than at 
present if the loan associations increase their dividends. 

. Which are they most likely to do? 
Let us consider the average loan association’s distribution of 


earnings per $1,000,000 of share accounts, under the present tax 
law. 


i. Net income before reserves and dividends___-__- $37,463 
eee et. Fees |: = oe SS SC cee iaieica’ 7 
Sr cn ee k's tem en 26,085 

(242%) 
iv. Balance subject to. tax__..-...2. 2-2 ee ike 345... 

i, ees Onet Ce ee alo cabana chs cise 180 

vi. Net after tax added to capital reserves______ 165 
vii. Total additions to reserves (ii and vi)_---_--- 11,198 


It would have loans of $1,000,00021 and net income (after ex- 
penses but before taxes, dividends or reserves) of $37,463. At 
present the loan association pays a dividend of $26,085 (a little 
more than a 212% rate), it pays income taxes of only $180, and 
adds the balance ($11,198) to its reserves. 


Now let us consider what-it would do if it were allowed only 
the reserve now allowed to the banks —that is, assume the aver- 
age bank could make a deductible annual addition to reserves of 
15 of 1% of loans—or $5,000. 


It might elect to keep up its additions to capital funds even 
if it meant curtailing its dividend rate. 


Under present A’‘reduction in 
tax law 
(exempt if 
reserve is less 


the same addi- 
tions to reserves 


than 12%) as at present) 

i. Net income before res. and divs. $37,463 $37,463 
ii; Bad dent-reserve...os.-<. i= 11,033 5,000 
ee eee 26,085 19,551 
(2%%) (2% ) 

iv. Balance subject to tax____----- 345 12,912 
oe, Gee wae 180 6,714 
vi. Net after tax added to cap. res. 165 6,198 
vii. Total additions to res. (ii and vi) 11,198 11,198 


In order to add the sum of $6,198 to its capital reserves 
(which, added to an assumed addition to a reserve for bad debts 
of $5,000, would equal $11,198), would reduce its dividend from 
$26,085 to $19,551 (roughly a reduction from over a 2%% to less 
than a 2% rate), pay the tax and still make the $6,198 addition to 
its capital reserves. Such a course would make the loan associa- 
tion materially less competitive than it is today. 


However, the loan association need not follow such a course. 
It might elect to pay the same rate of dividend as before, $26,085. 


A 


Under present Maintenance 

tax law (exempt of the same 

if reserve is dividend as 

less than 12% ) at present 

i. Net income before res. and divs. $37,463 $37,463 
i: Bad debt: reserve: .2...~-..—. 11,033 5,000 
OED: I i er cn 26,085 26,085 
(2%%) (22% ) 

iv. Balance subject to tax. __----__ 345 6,378 
y.: Ineome tex (32% ) Js. ~..-- 180 3,316 
vi. Net after tax added to cap. res. 165 3,062 
vii. Total additions to res. (ii and vi) 11,198 8,062 


21 Assuming its loans equalled share accounts. 
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If its remaining $6,378 of net. income is taxed at the.rate of 
52% ,22 it will add $3,062 to its capital reserves. ~* 

If the loan association follows this course (that is, continues 
to pay the same dividend but reduces its additions to capital re- 
serves by the amount of the tax), its immediate competitive ad- 
vantage over the banks is not reduced at all. 

The loan associations might elect the third course, that is 
increase its dividend to $32,118 (roughly equivalent to an increase 
from a 24%% to a 3%% rate) and thus distribute to its share- 
holders its entire net income after deductible reserves — and 
virtually escape all taxation. 


D 
Under present An increase in 


tax law dividend rate (to 
(exempt if give maximum bene- 
reserve is less fit to shareholder 
than 12%) and minimum tax) 
i. Net income before res. and divs. $37,463 $37,463 
ii. Bad debt .reserve_......-...... 11,033 5,000 
ili, . Dividernta-=&. ccs ccs nce ee _ 26,085 32,118 
(242%) (3 ¥%4% ) 
iv. Balance subject to tax__-_----- 7 a 345 
vi Income tas (0S% ) oso 180 180 
vi. Net after tax added to cap. res. 165 165 
vii. Total additions to res. (ii and vi) 11,198 5,165 


Such a course would make the loan associations not less com- 
petitive but FAR MORE COMPETITIVE. than at present. 


If the loan associations were taxed précisely, as we banks are, 
which course would they be the most likely to follow? 

Since the shareholder is, in theory at least, the one who bene- 
fits by additions to reserves, and he is also the one who benefits 
by the payment of larger dividends, and he is more certain to 
benefit by the latter course, the interest of the shareholders would 
tend to encourage the loan association to follow that course most 
beneficial to the shareholder, and the least advantageous to the 
tax collector. = 


As you can see from line viii. in the following table, the most 
directly advantageous course from the present shareholder’s point 


Continued on page 14 





22 For simplicity we are applying the common rate of 52% even though in 
a case of this size the actual rate, for banks or savings and loan associations 
would be somewhat less, 30% on the first $25,000 and 52% on the balance 
of its taxable income. 
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Equal Competition for Savings 
And Federal Income Taxation 


of view is the payment of a greater dividend and the elimination 
of all taxes. 


Is the Competitive Advantage of the Loan Associations Decreased 
or Increased by a Reduction in Allowable Reserves? 


If Loan Associations If Loan Associations Were Taxed 
Retain Their Precisely as the Banks 


Present Advantage —-———— Are Today————— 
A B D ; 
Under Present A Reduction Maintenance of An Increase in 
Tax Law in Divs. to Make the Same Div. Rate to Give 
(Exempt if the Same Addi- Dividend Max. Benefit 
Reserve is Less tions to Res. as as at to Sharehldr. & 

than 12%) at Present Present minim. tax) 
i. Net income before reserves Pe ae De 
and dividends $37,463 $37,463 $37,463 $37,463 
di. Bad debt reserve 11,633 5,000 5,000 3,UU0 
fii. Dividends 26,085 19,551 25,085 32,118 
(242%) (2% ) (242%) (3% % ) 
iv. Balance subject to tax 345 12,912 6,378 345 
v. Income tax (52%) 180 6,714 3.316 1890 
vi. Net after tax added to ; ie 
Capital reserves 165 6,198 3,062 165 
vii. Total additions to reserves es 
(ii and vi) 11,198 11,198 8,062 5,165 
viii. Total advantages to share- : nas 
holders (iii and vii) _ $37,283 $30,749 $34,147 $37,283 


The only deterrent to the increase in dividends, and escape 
of taxation, would be the fear, on the part of the supervisors, or 
of the loan association management, that such a course would fail 
to provide adequate safety. Would, however, this extreme course 
be so unsafe as to prevent its adoption by a loan association man- 
agement (or supervisory force) that considers a 100% home mort- 
gage portfolio as both safe and liquid? The assumed deductible 
addition to bed debt reserves of 12 cf 1% is a substantial dollar 
amount ($5,000). It is equal to 12 of 1% of share accounts (be- 
cause we have assumed loans equal to share accounts). This an- 
nual addition to reserves for bad debts is greater than the annual 
additions to bank capital (including bad debt reserves) in relation 
to bank deposits24 and at 1% of 1% of loans is almost as large as 
bank additions to capital (and reserves) in relation to risk assets,?° 
(if not in relation to the degree of risk) and indeed provides 
greater shareholder protection than that required by statute or 
regulation.26 

Our conclusion is that taxation of the loan asscciations on the 
same basis as that on which the banks are taxed (i. e., a reduction 
in their deductible additions to reserves) might lead some loan 
associations to reduce their dividend. In all probability, however, 
it would cause more of them to maintain their present dividend 
rates or even to increase them in order to avoid the tax. Asa 
consequence, such taxation of the loan associations would not 
materially reduce their dividend rates. Hence, it would not reduce 
the competitive advantage which they now enjoy —and might 
give them an even greater competitive advantage. 

So much for theory. The practice of the mutual banks tends 
to substantiate the point. Those mutual banks whose reserves 
exceed the 12% maximum, and hence are taxed like our com- 
mercial banks are every bit as aggressive in raising rates as 
are those not subject to tax. The New York “Times” (for Sunday, 
July 10, 1955) carried in the financial section a story to the 
effect that “It Pays Even More To Be Thrifty Now” pointing 
out that eight of Brooklyn’s 21 savings banks had raised their 
dividend rates on savings deposits from 2°4% to 3% a year. The 
story states that 

“At the Williamsburgh Savings Bank headquarters at 1 

Hanson Place, a building that towers above the Brooklyn 

skyline, signs were put up announcing a 3% rate was ex- 

pected for this quarter. The words ‘paid four times a year’ 
were underlined.” 
The article continues: 


“For some smaller banks this cculd be difficult. Williams- 

burgh, which is one of the very few savings banks in the 

country with a surplus high enough to make its profits subject 
to Federal income taxes, is confident its earnings will support 
the higher rate.” 

Thus, we see that the fact that such a mutual bank has to 
pay Federal income taxes does not prevent it from paying higa 
rates. The same would be true of loan associations. Consequently, 
a reduction in the bad debt reserves allowed the loan associations 
weculd not make them materially less competitive. Hence, we may 
make a mistake if we concentrate our efforts in this direction. 


(6) What Should We Do? 


; Concerned as we commercial bankers are over the loss of sav- 
ings deposits, we must recognize that our first goal is safety and 
our second is profits for our stockholders. Size, the satisfaction 
of having large deposits (other than for their profit-making po- 
tential) is less important. 

: Hence, in considering tax legislation, as in considering any- 
thing else, we must ask ourselves what will make our banks safer 
and bring our stockholders a larger return—not how can we 
west smack down a competitor. 

On this basis, if we are to seek more equitable tax legislation, 
we wouid be much better advised to strive for an increase in the 





: 23 Source: Adapated from data in F.D.I1.C. Annual Report, 1954, Home Loan 
Bank Beard, Combined Financial Statements, 1954. 

24 Net additions to capital funds including reserves of all insured banks 
amounted to 4 10 of 1% of deposits in 1952 and 4/10 of 1% in 1953. See 
?.D.1.C. Annua! Report for 1953, pp. 106 and 107. 

25 Net additions to capital funds including reserves of all 
mmounted to 9/10 of 1% of risk assets in 1952 and 8/10 of 
See F.D.I.C. Annual Report for 1953, pp. 106 and 107. 

_ 26 The only legal or regulatory limitations on the 
Ciations is that contained in Charter K, Section 10, 
shall set aside 5% of their earnings (for the purpose 
such time as their general reserves are equal to at 
Giatieon’s share acccunts. See Ru'es and Regulations 
end Loan System, April 15, 1954, p. 11. 


insured banks 
1% in 1953. 


savings and loan asso- 
to the e‘fect that the-, 
of meeting losses) until 
least 10% of the asso- 
for the Federal Savings 
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reserves allowed to the commercial banks—than to seek a re- 
duction in the reserves allowed to the ioan associations. 


The A.B.A. at its spring council meeting in White Sulphur 
Springs last April came to this conclusion and indicated (I think 
very wisely) that it would use its best efforts to obtain an in- 
crease in the reserves allowed to the banks. 

This is not, however, an easy accomplishment at a time when 
the government’s expenses are increasing and the political pres- 
sure is all directed toward giving the benefit of any tax reduction 
to individual taxpayers—the voters. 

Nevertheless, the A.B.A. Tax Committee, a wise and experi- 
enced group, approached the Bureau with a request to consider 
substituting for the 20-year average experience—a reserve equal 
to 5% of loans. The Bureau said the 5% was too high but in- 
dicated it might consider a flat 4% maximum; that is, permit a 
maximum annual deduction of 4/10 of 1% of loans until the 
aggregate reserve equals 4% of loans outstanding. 

The allowance of such a reserve of 4% of loans would enable 
the average bank to further increase its capital funds, including 
reserves (by using the pre-tax rather than after-tax earnings) 
and, at the same time, increase the rate of interest paid to the 
saver by 50%. 


Disposition of Bank Income2? 
Proposed 4% 





Actual Loan Reserve 
Net income before interest and taxes___ $2,832 $2,832 
Interest paid to savings depositors______ 618 927 28 
Increase in loan reserves_________-__-_~ — 446 <9 
Balance subpiect 10. tak... .~...-.-n.-. 2,214 1,459 
I I a ts naisiniees weal ale 907 598 30 
Dividends to stockholders______________ 517 517 
Peres WOTI  N twos cecmuewenne 790 344 


Tae Treasury has objected to the proposal not on the grounds 
that it is too liberal (for in the face of bank losses during the 
depression 4% is very modest) but because such a change from 
individual experience to a flat rate should be approved by Con- 
gress rather than be granted administratively. 


It is unlikely that this 4% reserve wiil be achieved in 1956— 


an election year—but it should be attainabie thereafter. To 
strengthen its presentation before the Treasury, the A.B.A. Tax 
Committee sent A.B.A. Members a questionnaire last fall. This 
was designed to discover just how many of you use the reserve 
method—and what you need. Forty per cent of you responded— 
and your replies are now being tabulated. 

- The 4% reserve, if achieved, will be of real affirmative value 
to you in further strengthening your banks—and in passing on a 
greater return to the saver. This is more to be desired than 
weakening your competitors. For if and when the loan associa- 
tions fail, we will all suffer. 





Conclusion 


We are faced with difficult competition from competitors 


who can invest in high risk, high rate. loans—every nickel the 


public entrusts to them. Furthermore they don’t have to pay it 
back when requested to do so but can tell the saver to wait until 


some cash comes in—from new savers or the liquidation of loans 
—whether that is six months or six years. 

These advantages enable the loan associations to pay a much 
higher rate of return—and hence to capture more and more of the 
public’s savings. 

_ The problem is further complicated by the fact that they pay 
virtualiy no Federal income taxes and, as a consequence, we 
and all other taxpayers have to pay, in addition to our own, 
their rightful share of the cost of maintaining our government. 

This is grossly unfair. 

But the proper solution lies not in weakening them. It lies in 
obtaining the right to increase our own reserves and thus enabling 
us to increase our total capital funds and at the same time pay a 
larger return to the saver. 





27 Insured Commercial Banks in 1954, from F.D.1.C. Annual Report, 
pp. 41 & 48. 

2850 per cent increase in interest paid to savings depositors. 
29 $1,785 million necessary to bring lean reserves uv to 4% 
and discounts divided by 4% the proposal to spread 
over a four-year perioca. 


30 Calculated at 41%, the actual rate paid in 1954 by all insured com- 
mercial banks. 


1954, 


of gross I-ans 
the amount needed 
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An Optimistic Look Ahead— 
- QOur National Economy in 1966 


the integrity of the dollar. All of 
us, I am sure, have been encour- 
aged by the progress made in this 
direction. Nevertheless, I think 
that it is highly significant that 
even under this Administration, 
at the top of a boom we are be- 
ginning to witness a shift in the 
direction of an easy credit policy 
in the residential mortgage field 
because of a moderate downturn 
in building activity from a record 
level. Already we have gone back 
to a 30-year amortization period 
on government-insured and guar- 
anteed mortgages, and a flow of 
government funds is being directed 
into the residential mortgage field 
through Fanny May. None of us 
is, of course, against prosperity. 
But we live in a world in which 
governments are convinced that 
unemployment must be negligible 
if they are to be reelected, and in 
this sort of a world—so wonderful 


and exhilarating in many respects 
—we face the dilemma of a seri- 
ous erosion in the value of the 
dollar. 

On the other hand, on the more 
optimistic side, we have the en- 
couragement that our economy has 
achieved an enormous capacity to 
procuce goods and services. Ex- 
pansion increases that canvacity. 
Economists have usually thought 
of this rising productive capacity 
as a potent factor toward defla- 
tion. In this day of optimism, we 
think less in these terms but cer- 
tainly the sheer mass of goods and 
services which can be pro- 
duced today exerts an important 
influence toward holding down 
inflationary pressures. In many 
respects Curing the past ten years 
it has been miraculous that in the 
face of the demands which have 
been generated we have been able 
to avoid a runaway inflation. I 


am sure that the avoidance of run- 
away inflation can be explained 
to a large degree in terms of the 
spectacular increase in our capac- 
ity to produce. So, perhaps we 
may be exaggerating the infla- 
tionary bias of our economy today. 

If I had to guess as to the future 
of the general price level, and I 
suppose I must, it would be my 
guess that in the next ten years 
we shall witness a gradual rise, 
primarily due to our fetish for full 
employment. However, I quickly 
add that we in the life insurance 
business should not accept the 
prospect of a continued rise in the 
general price level, however mod- 
erate. Instead, we must fight it 
like a plague. Even a rise of only 
2% per year will on a compound 
basis cut the purchasing power of 
the dollar by nearly 22% by 1966. 
Nearly everyone today is seeking 
an escalator to rise along with in- 
flation. One of the last strong- 
holds of opposition to inflation is 
the life insurance business and I 
believe we must redouble our 
efforts to combat government 
policies which promote inflation. 
Through the Joint Committee on 
Economic Policy of the American 
Life Convention and the Life In- 
surance Association of America 
we have achieved some _ success 
but we need to work even harder 
to make our influence felt. 


Are We Likely to Have Another 
Great Depression? 


Let us turn now to the question, 
are we likely to have another 
great depression, or have we 
learned how to control the busi- 
ness cycle? 

I see little chance that we are 
likely ever again to experience 
another deep and protracted de- 
pression such as occurred in the 
1930’s, certainly not in the next 
ten years. The forces for expan- 
sion which I outlined earlier give 
us the assurance that a deep de- 
pression is not in the cards. More- 
over, we have fortunately built 
into cur economy a number of 
stabilizing elements such as un- 
employment insurance and bank 
deposit insurance which we did 
not have in the Thirties, which 
will help to prevent our economy 
from going through the wringer 
of liquidation as it did in the great 
depression. Also, with so large a 
proportion of our households in 
income tax-paving brackets to- 
day, swings in business conditions 
automatically bring into play sta- 
bilizing forces. Moreover, although 
this can be easily exaggerated, we 
have learned much about the 
causes of business instabi'ity and 
we have better knowledge today 
about how the Federal Govern- 
ment end p~ivate business can cope 
effectively with a cecline in busi- 
ness activity through avpropriate 
policies in the area of taxation, 
monetary and debt management, 
and hcusing, to mention a few. 


At the same time, although I feel 
corfident we can avoid a deep and 
protracted depression, it would be 
a serious mistake to assume that 
knowledge of the causes of busi- 
ness instability and skill in ad- 
ministering counter-cyclical meas- 
ures have progressed to the point 
where we can eliminate the busi- 
ness cycle entirely. It is a source 
of concern to authorities such as 
the Federal Reserve Board and 
the Treasury that so many people 
believe that government is now 
able to prevent anything but mild 
ripples in business. Actually, I 
believe that the economic prog- 
ress we achieve in the next ten 
years will not proceed on a smooth 
path. I am sure that we shall have 
characteristic ups and cCowns in 
business, and I do not think we 
can rule out the possibility that 
some of the swings will be fairly 
wide. 

The analysis of business cycles 
is still an art, and not a science. 
The course of business depends so 
much on consumer end business 
psychology that forecasting still 
involves a large element of guess- 
work. The difficulty of timing 
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governmental policies to offset 
business fluctuations is illustrated 
well by the situation today. Many 
business economists are forecast- 
ing that we have passed the crest 
of the boom and are now moving 
into a period of business decline. 
The principal straws in the wind 
which they point to are declines 
in automobile production and 
housing starts. At the same time, 
there are offsetting developments 
toward expansion such as the con- 
tinuing boom in business and in- 
dustrial expenditures for plant 
and equipment and heavy expend- 
itures by state and local govern- 
ments. The factual information 
which we have on hand and our 
knowledge of business conditions 
at any given moment are still 
just not good enough to tell au- 
thorities like tre Federal Reserve 
how promptly it should act at the 
present time, if it should act at 
all, to ease the general availabil- 
ity of credit. 

My thinking on control of the 
business cycle might be summar- 
ized as follows. I am skeptical 
ebout any blind faith that the 
Federal Government now has in 
its power to eliminate the business 
cycle. Through improving knowl- 
edge of the functionine of our 
economy and better skill in the 
use of instruments of control, and 
through better private business 
planning, we now have tke assur- 
ance that business fluctuations can 
be held within tolerable livits and 
can be prevented from moving into 
deep and protracted depressions. 
Indeed, I em optimistic enough to 
believe that most cf the fluctua- 
tions which we experience in the 
future will be relatively minor in 
scope as compared with the past. 


Will the Nature of Our Economy 
Change? 

There is one last question which 
I would like to discuss briefly, 
namely, will the funZzamental na- 
ture of our economy change in the 
next decade? Perhaps it would be 
better to ask the question in terms 
of how the nature of our economy 
will change because it is certain 
that there will be some change. 


It seems inevitable that in the 
next ten years we shall witness a 
continuation of the trend which 
has becn with us for a long time, 
particu’arly since the early Thir- 
ties, that is, more and more Fed- 
eral intervention in our economic 
life. This increased intervention 
will be primarily an outgrowth of 
the government’s desire to main- 
tain economic stebility at a fu’l 
employment level. To steer this 
course without inflation will al- 
most inevitably require greater 
Federal intervention. I be'ieve, 
and I fervently hope, that this in- 
terventicn will take in the main 
an impersonal form through such 
goverrment policy measures as 
general control of credit. buiget- 
ary policy, and the like. We have, 
of course, witnessed some big 
changes in this direction since the 
New Deal. Jt is significant that 
fewer and fewer people today 
question the desirability of having 
the Federal Government pursu2 
revenue and exvenditure policies 
directed toward encouraging high 
employment. Moreover, popular 
support for government interven- 
tion directed toward full emp!oy- 
ment and expansion will. of course, 
come from a desire on the part of 
the American people to raise their 
living standards and have an eco- 
nomic svstem which can compile 
an attractive record in competi- 
tion with the Soviet. Along with 
the pressures toward greater Fed- 
eral intervention to inture fill 
employment. we undovbterlv will 
see more ard more direct inter- 
vention by the sovernment to pro- 
mote the social welfare. I won’t 
try to exnand on this—you know 
this situ~tion better than I. 

In snite of increased govern- 
ment intervention. I believe that 
the mainsvring of our economic 
progress will he in the fu‘ure. as 
it has b2en in the past, free initia- 
tive and private enterprise. This 


Current Sfalus of Legislation 
Covering Stock Gifts to Minors 


By KEITH FUNSTON* 
President, New York Stock Exchange 


Exchange head reports on present status of suggested model 
statu‘e to simplify gift of stocks to minors as part of program 
to broaden stock ownership. Says law is now on books of 
eight States and calls attention to Treasury Department ruling 


qualifying stock gifts for tax 


purposes. Emphasizes impor- 


tance of educating today’s youth on value of business owner- 
ship in light of economy’s future staggering capital needs. 


Two weeks ago we had as our 
guests at the Stock Exchange four 
teen-agers from Texas—two boys 
and two girls. They were officers 
or the prize 
winning com- 
pany in the 
Exchange’s 
nationwide 
contest to pick 
the best an- 
nual report 
issued by a 
d 2:0 46°F 
Achievement 
Company. If 
you have a 
scn or caugh- 
ter in high 
school you 
ray know of 
the Junior 
Achievement program and how it 
operates. It’s a national organiza- 
tion which enables teen-agers, with 
the help of local businessmen, to 
run their own small-scale busi- 
nesses. These miniature compan- 
ies are organized every fall and 
liquidated in the spring toward 
the end of the School year. More 
than 2,000 Junior Achievement 
Companies from all over the 
country participated in this year’s 
contest. The winning company 
manufactured and sold 300 port- 
abie charcoal grilles at $9.95 each. 
They made a handsome profit. 
The boys and girls divided £593 
among themselves and paid their 
stockholders a 20% cash cividend 
in addition to the return of their 
original investment. 


In personal and practical terms, 
Junior Achievement proves a 
point too many people overlook. 
These young Texans may be teen- 
agers and high-school students, but 
they are citizens anid business peo- 
ple too. The free enterprise sys- 
tem has no minimum age require- 
ments. 


The pvesentation of this prize 
each year is always one of my 
most pleasant duties as President 
of the Exchange. Thes2 youngsters 
are learning about our free en- 
terprise system by becoming a 
part of it. In a very real sense, 
they are learning by experience. 
They understand what it means 
to be a stockholder in a company, 
they recognize the problems of 
meeting a payroll and other ex- 
penses and they appreciate the 
importance of the profit system. 

I cannot imagine a better way 
to introduce our children to tne 
business world than Junior 
Achievement presents. You can, 
therefore, appreciate my astonish- 





G. Keith Funston 





*semarks by Mr. Funston at Luncheon 
ef the Bankire Law Section of the New 
York State Bar Association, New York 
Cty, Jan. 26, 1956. 


is deep-seated in the American 
character. Up to this point we 
have had the ingenuity in this 
country to increase government 
intervention in our economy in an 
evolutionary way without d-stroy- 
ing the spark of free initiative 
and enterprise. There are great 
cangers in such a course, how- 
ever. particularly in the increase 
of direct government intervention. 
As we have learred so well from 
the experience of other countries, 
if we lose our economic liberty, 
the loss of political freedom and 
dignity of the individual cannot 
be far behind. 


ment when I first realized sev- 
eral years ago that these children 
could not continue their direct 
participation in our capitalistic 
system because of antiquated state 
laws which surround gifts of stock 
to children. This situation was 
brought home to me when I sug- 
gested at that time that we make 
the first prize in the Junior 
Achievement contest a share of 
stock in a company listed on the 
Exchange. It was my thought then 
—and it still is—that a direct own- 
ership share in a listed company 
would be an ideal gift for these 
youngsters whose interest in our 
free enterprise system had been 
demonstrated so clearly. Asa lay- 


man J] thought that this was a 
pretty good idea. 

But the reactions of our lawyers 
to my proposal ranged from polite 
rejection to outright shock at the 
innocence of my suggestion. Didn't 
I know the problems of giving 
stcck to minors, they asked? Was 
I aware that a legal guardian 
wculd have to be appointed to sell 
the stock should that ever seem 
wise and that the proceeds of sale 
could not be reinvested in stock? 
Or, they inquired, was I planning 
to set up a trust for each child? 
If so, who would be the trustee? 
I couldn’t argue with the law, of 
course, but I couldn’t help but 
wonder why in the greatest capi- 
talistic nation in the world we 
had made it so difficult to make 
a simple gift of stock to a child. 


Now I am sure that most of you 
here tcday, lawyers and bankers 
experienced in the trust field, 
wou'd agree with the advice that 
our lawyers gave me, that a small 
gift of securities to children un- 
der existing state law created 
more problems than the gift was 
worth. I hope you will also agree 
with the solution we have devised. 


Medel Statute 


We have proposed a model state 
statute to simplify stock gifts to 
children. Under this proposal the 
simple act of registering securities 
in the form prescribed by the stat- 





ute would create. a fiduciary re- 
lationship between an adult and 
a child. P 


This statute permits a parent 
or other adult to make a gift, of 
securities to a child with the 
power of management reserved to 
the giver or to a close relative of 
the child whom the giver desig- 
nates. Whoever holds this re- 
served power of management is 
called a custodian of the child’s 
securities. 

With this kind of legislation all 
a parent or other adult must do 
to make a gift of securities to a 
child is to register the securities 
in a certain way—‘“John Jones, as 
Custodian for Mary Jones, a 
Minor.” 

The stock then belongs to Mary 
Jones completely and irrevocably 
and the rights, powers and duties 
of her father, John, as her cus- 
todian are spelled out clearly by 
the statute. 

The custodian has broad pow- 
ers to manage the property in his 
care during the child’s minority 
and also to expend either income 
or principal for the child’s benefit. 

Any securities can be given to 
a child under this statute. While 
the custodian can sell securities 
for the child he is limited in any 
purchases to. securities which 
would be acquired by a prudent 
man seeking a reasonable income 
and preservation of capital. 

The limits of the liability of 
third parties— brokers, transfer 
agents and others—in their deal- 
ings with the adult custodian are 
carefully defined in the statute. 

In short, this legislation would 
provide a simple and practical 
way for a parent to make a gift 
of stock to his child without the 
present legal entanglements. 


Approved by Eight States 


I publicly announced this draft 
statute just a little over a year 
ago and it was greeted with en- 
thusiasm all across the eountry. 
Individual legislators who had 
tried to give stock to their own 
children wrote me asking permis- 
sion to 
their own legislatures. In rapid 
sequence the bill was enacted into 
law in eight states from coast to 
coast-——Connecticut and New Jer- 
sey in the East, California and 
Colorado in the West, Wisconsin 
and Ohio in the Mid-West, 
Georgia and North Carolina in 
the South. They all joined in an 
effort to make it as simple for 
their residents to give securities 
to their children as it is to give 
U. S. Savings Bonds or bank ac- 
counts, 

A good start has been made and 
this is reassuring since the prob- 
lem that is involved may have an 
important influence on the long- 


introduce the statute in ‘* 
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range future of our business sys= 
tem. I say that because of the 
vast changes which have already 
taken place and the even greate: 
changes to come. The moder 
American corporation has evolve’! 
in only 50 years into what is proh- 
ably the outstanding economi: 
phenomenon of our times. Since? 
the turn of the century corpora*: 
ownership has spread from a relz- 
tively small circle of Americars 
to 9142 million people and this 
number is increasing every da’. 
By the time today’s children ar? 
tomorrow’s leaders, I believe tho? 
our productive resources will b> 
owned by many more millions ct 
Americans. And essential to th: 
strength of such an econom’: 
democracy is the education ant 
indoctrination of today’s youth it 
the philosophy and operations ¢é 
our economic system. 


Most Children “ExcommunicateG” 


Yet today children in 40 of our 
states are denied the greatest sin - 
gle teaching tool that we have—- 
ownership. And largely as a re- 
sult of that denial of the con- 
venient right of direct ownershi» 
of stock, the vast majority cé 
our children are in an economi: 
sense, excommunicated. It is an 
urfortunate fact that, unless 
changes are made in our laws, th? 
great majority of our childrer 
will reach maturity with no reat 
comprehension of what it take%> 
to make a business tick and whzt 
it means to share in the fortuncs 
of a business. Even now too mary; 
adults lack that knowledge. Owe 
children will reach maturity at a 
time when the capital needs cf 
our economy will be so staggerin; 
that, if they are not met willing? / 
from the savings of people edi'- 
cated to the significance of stoc's 
ownership, they will be met b7 
government investment and gov- 
ernment ownership. In a criticel 
sense the economic education cé 
our children today will determin:> 
both the form and the ‘substance 
of cur economic system 20 years 
hence. 


This belief in the cumulatiyv2 
educational value of stock owner- 
ship was ably expressed earlicr 
this month by M. J. Rathbone, 
President of Standard Oil of Nev? 
Jersey and Chairman of the Jun- 
ior Achievement National Cam- 
paign. “Ownership of securities 
by teen-agers,” he said, “is noth- 
ing less than a personal! introcuc- 
tion to our business system, a 
home course in economics.” 

The passage of this legislation 
in eight states in the first year 13 
gratifying and encouraging. But 
the job will not be complete untl 
every parent in America who 
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THE MARKET... AND You | 


By WALLACE STREETE 














The stock market was 
largely a waiting game this 
week as the time neared for 
the big political answer of the 
year — whether or not the 
President will run again. 
There was a lot of deprecat- 
ing so widespread a notion 
that the course of the market 
would depend on extraneous 
political factors. But at the 
same time there was little dis- 
position to take a _ positive 
stand until the decision is 
cleared up, making it a some- 
what odd market situation. 


Split Casualty 

The inevitable stock split 
casualty of the week was du- 
Pont which turned in some 
erratic performances when 
directors of the company ig- 
nored any recapitalization at 
their dividend meeting. 
Among the more violent was 
a one-day swing over a range 
of nearly 11 points, which 
would qualify as a full year’s 
range for lower-priced issues. 
Long Bell Lumber was an- 
other that was able to join 
the wide steppers on occasion. 
The fact that International 
Paper has declined to get any 
more specific than that talks 
are taking place leaves the is- 
sue with a rather wide area 


to roam. 
* % * 


Veto of the natural gas bill 
and the hubbub it raised over 
campaign contributions from 
the oil industry failed to gen- 
erate much evident disap- 
pointment among the affected 
issues and their pattern was 
largely one of consolidation 
after recent strength. There 
was no dearth of champions 
for specific oil issues since it 
is one industry assured of 
comfortable earnings for this 


year. 
% * % 


As with most major group, 
the demand that centered on 
the oil section has been rather 
selective and has left a wide 
disparity between the tradi- 
tional measurements from one 
issue to the other. Some have 
been available at 20 or more 
times earnings, such as Amer- 
ada and Continental, while 
others in the group are avail- 
able at less than 10-times 
earnings as in Pure Oil and 
Atlantic Refining. Similarly, 
on a yield basis some have 
been selling at less than 2%, 
including Texas Gulf Produc- 
ing, while yields of 5% or 
more have been available in 
Sinclair and Richfield. The 
latter, particularly, is re- 
garded somewhat widely as a 
likely candidate for a divi- 
dend boost on top of its rela- 
tively high standing in the 
yield column. 


Oil Favorites 
As far as the specific oil 
favorites are concerned, one 


facet that has appealed to 
many of the market observers 
is the greater growth in for- 
eign demand than in domestic 
consumption, with some fig- 
uring that the overseas de- 
mand could increase 8% this 
year against a 4% increase 
in the United States. The in- 
ternational operators appear- 
ing on the buy lists for this 
reason include Socony, Jersey 
Standard, Calso and Gulf Oil. 
Generally, the industry’s last 
price squeeze was in 1954 
with a good improvement in 
earnings last year and with 
this year already off to a good 
start in heating oil demand 
because of the colder-than- 


usual winter. 
% * * 


Steels, like the oils, were 
also benefiting earnings-wise 
from a fast getaway to start 
the new year, record opera- 
tions persisting despite the 
slowdown in orders from the 
auto makers. How much of it 
is due to consumers’ stockpil- 
ing lest the spring wage talks 
result in a strike isn’t known. 
However, the demand for the 
metal has easily taken up the 
slack from lower car produc- 
tion and some of the industry 
estimates of how long capac- 
ity production will run are 
now reaching into the third 
quarter. 

ok * Bo 

Armco Steel, which has the 
advantage of having grown 
faster than the industry as a 
whole, had its followers since 
in only nine months of last 
year its net was greater than 
for any full year in history 
save for the Korea War- 
spurred 1950. A large part of 
the company’s operations are 
run by members of company 
unions and even in past steel 
strikes Armco has been able 
to continue a significant por- 
tion of its output, making it 
an odd strike hedge in the 
industry. With the benefits 
of improved facilities starting 
to show up in the profits 
column, Armco has_ been 
growing steadily in invest- 
ment stature. 

* ok * 


Pan American World Air- 
ways, the largest air transport 
line in the world, has- been 
growing in popularity because 
of a background of favorable 
factors plus the fact that it is 
well deflated under its 1946 
peak when it sold around 10 
points higher. The company 
came close in half of last year 
to equalling its net profit for 
all of the year before, despite 
the fact that earnings of many 
of its associated enterprises 
aren't reflected in its own 
earning reports. International 
air travel is also picking up 
and the trend is expected to 
continue through this year 
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with the growth of lower-fare 
tourists’ rates. It is one of the 
lower-priced issues with a 
longer than average unbroken 
dividend record stretching 
back 15 years now. 

% % * 


Food Machinery & Chemi- 
cal among the specialties has 
been building up a following 
largely because of some large 
figure comparisons, the chief 
one being a sales level built 
up some 29 times over what 
it was just before World War 
II. Earnings, too, have perked 
up smartly, making the issue 
one of the likely candidates 
for a dividend boost. The com- 
pany is a leading producer of 
canning and packing machin- 
ery with all the facets of 
“automation” in the packag- 
ing line. Its chemical business, 
in which line it is a compara- 
tive newcomer, has_ been 
building up impressively. 


Attractive Plane Issue 


Curtiss-Wright emerged as 
some sort of a refuge for seek- 
ers of plane issues in the face 
of Washington questioning of 
profits on defense work. The 
company derives about two- 
fifths of its income from com- 
mercial business, unlike the 
prime airframe companies 
where the Government, up to 
now, is by far its chief cus- 
tomer. Apart from engines 
and propellers, the company 
has built up a good diversifi- 
cation including new products 
in the electronics field. The 
stock has reacted pricewise 
from its recent high, serving 
to make it a more attractive 
purchase on a good yield basis. 


Some of the paper issues 
were in favor and, conversely 
the companies with large tim- 
berlands were eyed greedily 
by the paper makers, includ- 
ing the International Paper 
talks with Long Bell Lumber 
which has sizable timber 
stands. Robert Gair, which 
has been adding to its product 
lines busily both internally 
and by such acquisitions as 
that of Southern Advance Bag 
last year. Sales have nudged 
all-time records with contin- 
ued improvement anticipated 
when the new lines and new 
capacity come into play. The 
company is sufficiently at- 
tractive to Owens Illinois 
Glass so that the latter holds 
half a million, or 17%, of the 
shares Gair has outstanding. 


An Interesting Rail 


Railroads continue in the 
more liberal yield column, 
but since they are the cyclical 
industry of the American 
scene currently, even the odds 
of their getting their 7% 
freight rate increase haven’t 
been able to inspire much 
speculative enthusiasm. Some 
of the better class, like II- 
linois Central, occasionally 
are given market letter an- 
alysis. The road has been able 
to whittle its funded debt ap- 
preciably in recent years and 
eliminate entirely a preferred 


stock issue. Its dividend pay- 
out of around 45% is conserv- 
ative, hence well covered 
currently. 
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[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 
“Chronicle.” They are presented 
as those of the author only.] 





Continued from page 15 


Current Stalus of Legislation 
Covering Stock Gifts to Minors 


wants to give stock to his children 
can do so as simply as he opens 
a savings account or purchases 
Government bonds for a child. 


New York Considering Bill 


Here in New York the bill 
passed the General Assembly 
without a dissenting vote last 
year, but was held in the Senate 
Judiciary Committee pending 
further study. The bill has been 
reintroduced in the current ses- 
sion of the Legislature by Assem- 
blyman John R. Brook and Sena- 
tor MacNeil Mitchell. We are 
hopeful that before long residents 
of New York may enjoy the bene- 
fits of this legislation already 
enjoyed by our neighbors in Con- 
necticut and New Jersey. 

The Committee of State Legis- 
lation of the New York State Bar 
Association approved of the bill 
last year. We hope that this en- 
dorsement will be reaffirmed this 
year. 


New York is not alone in its 
legislative study. Ten other states 
will hold legislative sessions to 
consider general matters in 1956 
and we anticipate the introduction 
of this bill in each of those legis- 
latures. These states are Massa- 
chusetts and Virginia, where it 
has already been introduced, and 
Rhode Island, Maryland, Michi- 
gan, Kentucky, Louisiana, Ari- 
zona, Mississippi and South Caro- 
lina. 


In considering this bill these 
legislatures will have the advan- 
tage of observing its operation in 
other states for the past year. 
This period has served to famil- 
iarize transfer agents and others 
with the measure so that it is no 
longer a novel form of gift. The 
intervening period has also served 
to clarify certain tax questions 
concerning gifts made under the 
statute. 


Treasury’s Ruling 


A Treasury Department ruling 
dated Jan. 6 of this year states 
that a gift made under one of 
these statutes—in this case Colo- 
rado—is a completed gift for Fed- 
eral gift tax purposes on the date 
the shares are registered on the 
books of a corporation and that 
such a gift qualifies for the an- 
nual $3,000 gift tax exclusion. 


This ruling should give further 
impetus to the use of these stat- 
utes for modest gifts of stock. In 
fact, a recent survey of a number 
of our large listed companies 
shows that gifts under these stat- 
utes are enjoying a rapidly grow- 
ing popularity. It bears out the 
fact that most of the gifts are of 
modest amounts of stock, repre- 
senting only a few hundred dol- 
lars on the average. 


I think that the fact that most 
of these gifts are small is ef par- 
ticular significance to those of you 
— bankers and lawyers alike — 
who must today spend many 
hours, frequently without com- 
pensation, explaining to clients 
the problems involved in making 
modest gifts of securities to chil- 
dren. 


Earl MacNeill, Vice-President 
of the Irving Trust Company, 
commenting on the statute in a 
recent article in the “Trust Bul- 
letin” exnressed his belief that it 
would relieve trust officers of the 
burden of spending “many costly 
hours explaining to customers 
how they cannot casually register 
securities in the names of their 
minor children without getting 


into complications; ... how the 
full panoply of legal guardianship 
can well crush the small intended 
gift with its burden of complexity 
and expense; and how a living 
trust likewise can be cumbersome, 
costly and restrictive” out of all 
proportion to the size of the con- 
templated gift. 


Beneficial to Brokers 


I would like to second Mr. Mac- 
Neill’s observation and include 
brokers among those whose lives 
will be eased by this legislation. 
However, I would like to add this 
comment. We do not believe that 
this statute provides the complete 
answer to all gifts of securities 
to minors. It will prove an excel- 
lent vehicle for smaller gifts. But 
we believe that any giver who 
wishes to make a substantial gift 
of securities to a child may well 
consider the advisability of creat- 
ing a trust which can provide 
greater flexibility, including con- 
tinuance of the property in trust 
beyond the child’s majority, and 
the disposition of the property to 
someone other than the child’s 
estate if the child dies before 
reaching 21. 

Many of you, of course, are fa- 
miliar with this legislation. Many 
others of you will be asked your 
opinion of it. I know that each 
of you will approach your con- 
sideration with sympathy and un- 
derstanding of the problem which 
it is designed to help solve. 

This bill is an important part 
of the Exchange’s program to en- 
courage broader share ownership 
among our people. While the 
Stock Exchange is first and fore- 
most a market place for securi- 
ties it is also at the very heart 
of our economic system—a system 
under which the individual, not 
the Government, owns the’ tools 
of production and under which 
incentive derives from the profit 
motive, not from the dictates of 
all-powerful government. If this 
system is to grow and prosper, we 
believe it is essential that the 
ownership of our productive fa- 
cilities be as widespread as pos- 
sible. For that reason we are en- 
deavoring in all our advertising 
and public relations efforts to tell 
the story of shareownership, what 
it means for the individual and 
what it means for the country. 


Stock Exchange members and 
member firms have devised and 
instituted the Monthly Investment 
Plan to enable the man of modest 
means to make regular prchases 
of stock out of income. We have 
encouraged our listed comvanies 
to adopt stock purchase plans for 
their employees. 


Primary Objective 


All of these efforts have been 
directed at one objective — the 
broadening of shareownership in 
America. More than anything else, 
we believe that this is essential 
to the continued dynamic growth 
of our economy. 


This legislation facilitating stock 
gifts to children seems to me to 
fit perfectly into this program. 
The fact that these stock gifts 
will help to educate our children 
about our business system is only 
part of its value. In addition it 
will enable each of us as parents 
to put aside for our own children 
a share or two of stock—to give 
them a direct ownership interest 
in the future growth of the free 
enterprise system in which we 
live. 
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UCC’s Trade-marked Products include 


*Copies of the complete 1955 Annual Report of Union Carbide and 
Carbon Corporation will be furnished on request. Also available is an 
illustrated booklet that describes the products and processes of Union 
Carbide and tells how the Corporation’s research helps satisfy basic 
human needs. If you wish copies of these booklets, please write to the 


Secretary, Union Carbide and Carbon Corporation, 30 East 42nd 











Evereapy Flashlights and Batteries ¢ Dynel Textile Fibers ¢ Syntruetic Orcanic Cuemicats e¢ Prest-O-Litr Acetylene 
Prestone Anti-Freeze ¢ Exvectromert Alloys and Metals ¢ Haynes STELLITE Alloys ¢ Union Carbide ¢ Linpr Oxygen 
Union Carsive Silicones ¢ BAKELITE, VINYLITE, and KRENE Plastics ¢ NaTionaL Carbons « ACHESON Electrodes « Pyrorax Gas 
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On Where to Live and Invest and 
Retention of Company Reports 


By ROGER W. BABSON 


In assuming war is inevitable some time, Mr. Babson is bullish 

about the merits of small cities and towns as a place to live 

and to invest. The Massachusetts investment counselor sug- 

gests old company reports for stock owned be retained in 

order to determine whether the company is reducing or 
increasing its debt. 


During these cold winter months, 
I get mary letters asking where 
to Iecate to get.an easy living. 
Frankly, I do not know of any 
such locations. 

Every one cf 
our 48 states 
and three ter- 
ritories has its 
advantages 
and disad- 
vantages. The 
South is very 
attractivedur- 
ing the winter 
season; but its 
summers. do 
not encourage 
ambition and 
progress. The 
Pacific Coast 
has a wonder- 
ful climate; but is becoming over- 
populated by job seekers. New 
England leads in educational fa- 
cilities; but it is handicapped by 
high-cost power and by its dis- 
tance from both raw materials and 
markets. 

The Central West appears to be 
the surest place to make a liv.ng; 
but it holds few speculative op- 
portunities,—not so many a3 does 
the Southwest, such as Texas. Two 
hardy young people with self-con- 
trol could prodably save money 
easiest in Alaska; while Washing- 
ton, D. C. would be the most dif- 
ficult place to lay uv savings. Un- 
fortunately, the saying “Easy come 
—easy go’ applies to every part 
of our great country. 


What About Big Cities? 

I advise young people not to 
settle in our biggest cities. This 
advice applies especially to large 
seaboard cities such as _ Boston, 
New York Philadelphia, Balti- 
more, Los Angeles, and even San 
Francisco. Because of the auto- 
mobile and the trek to the sub- 
irbs, these cities are going 
through changes which are diffi- 
cult to forecast. Frankly, I believe 
young people make a mistake in 
settling therein. 

The above advice is wholly 
zpart from the possibility of the 
Lig cities being bombed in case of 
World War III. Although such a 
war is not now in sight, the best 
zuthorities seem to agree it is in- 
evitable sometime. It, therefore, 
tnight be unwise now to buy 
property in one of these big sea- 
beard cities or even in the im- 
mediate suburbs. In fact, as this 
belief becomes more general, just 
the fear of war could depress the 
prices of such property, even 
though this fear might also force 
liuigher wages. But, what would 
liigher wages amount to if you 
should be bombed? 





Roger W. Babson 


Invest your money in other cit- 
jes than those mentioned above. 
ja short, I would not invest in the 
clectric or gas companies of any 
«f these big seacoast cities. It may 
be possible to protect certain of 
«ur interior big cities from bombs 


Cropped by airplanes. The bil- 
lions which we are spending on 
yadar should be very helpful in 


ihis respect. No radar, however, 
lias been invented that will de- 
tect an enemy submarine sud- 
denly rising to the surface on a 
cark night 200 miles from New 
York City and prevent it from 
throwing an atomic missile into 
the heart of New York City. 

Very few companies are now 
building new factories in these 
Jarge seaport cities; instead, many 


of them are building new factor- 
ies in interior cities. The most 
desired locations are in centers 
with a population of less than 
75,000, and even in cities and 
towns of 10,000 or less. All the 
above makes me bullish on the 
small cities and towns of our 
country. They will get new in- 
dustries and larger populations, 
and will enjoy lower living costs. 
They have all the advantages of 
tne pig city, witn none of the dis- 
edvantages. 


F. W: Dodge Corp. Econemist 
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Study Annual Repor:s 

Every company with securities 
listed on any stock exchang2 
sends an attractive report eac i 
year to every stockholcer—even 
the owner of only one share. This 
report shows where the company’s 
plants or factories are located. If 
all or most of them are in any 
large city, this is rather risky, 
from the standpoint of war risk 
er labor costs, or from otner 
points of view. I don't like to 
have “all my eggs in one basket.” 

In addition to reading the Pres- 
ident’s report, note the balanc?2 
sceet and compare it with that of 
previous years. This means you 
should keep old reports as. long 
as you hold the stock. Only in 
this way can you leatn whether 
the company is reducing its debt 
or increasing it. I esvecially refer 
to bank loans and shcrt-term nate 
issues held by institutions. Long- 
term bond issues do not bother 
me, as the owners are scattered 
all over the country. 


How Long Will the Buiiding Boom Last? 


attributes expected 1956 mild 


housing decline to financial shortage and sees non-housing 

construction keeping the year’s total building trend wpward. 

Discerns continued housing prosperity for the next 10 years 

and not speculative excess as construction attempts to catch 
up with economy’s growth. 


A minimum of 12 to 13 million 
housing starts involving at least 
$600 billion in construction costs 
for new and old homes during the 
next decade 
is seen by Dr. 
George Cline 
Smith, Vice- 
President and 
Economist of 
the F. W. 
Dodge Corpo- 
ration, New 
York City. In 
addressing the 
Regional Sav- 
ings and Loan 
Conference of 
the American 
Bankers Asso- 
ciation, Kan- 
sas City, Mo., 
Jan. 31, Dr. Smith pointed out: 


“There isn’t any current build- 
ing ‘boom,’ at least not in the 
sense that the word ‘boom’ com- 
monly implies a speculative ex- 
cess followed by a bust. There’s 
no denying that construction, like 
most other industries, is highly 
prosperous—but prosperity should 
not be confused with a boom. 
Actually; the expension of con- 
struction in recent years has been 
quite modest, in relation to the 
growth of the economy. Total out- 
lays in 1955 equaled less than 11% 
of the total national output, a 
ratio that is entirely consistent 
with the customary relationship 
in periods of normal peacetime 
growth and considerably lower 
than the 13% figure that charac- 
terized the peak years of the last 
real building boom in the ’20s. 


“We often forget the fact that 
the construction industry went 
through a period of 16 lean years 
from 1930 through 1945. The de- 
pression hit the industry harder 
than many others; and during the 
war which followed, nondefense 
building came to a virtual stand- 
still. The underbuilding of that 
prolonged period left .us_ with 
backlogs from which we are still 
trying to recover; and these back- 
logs are compounded by the rapid 
growth of the nation, both in 
population and in standards of 
living. 

“In many types of construction 
we are still underbu'lding. This 
is particularly true of highways 
and schools, but can be found in 
other categories as well. Our auto- 
mobile population has doubled in 
10 years, but the traffic-carrying 
capacity of our highways certain- 
ly hasn’t increased correspond- 
ingly. There are enough children 
already born to insure that every 







Dr. Goatees C. Smith 





grade cf school will have more 
children each year through 1960, 
and the higher grades will go on 
increasing long after that. 

“While all indications point to a 
mild decline in homebuilding ac- 
tivity in 1956, expansion-in other 
sectors of canstruction will more 
than offset this drop. Particular- 
ly strong elements will be public 
works and other heavy engineer- 
ing, and industrial building: Re- 
cently announced plans of manu- 
facturers to.expand their plant 
and equipment spending indicate 
a recognition that the national 
economy has grown to a point 
where higher basic levels of pro- 
duction—higher capacities — are 
necessary.~ In a sense, tnis is a 
tacit recognition of the fact that 
even industrially, we have’ been 
underbuilding. 

“This year’s housirg decline 
does not represent a talling off 
of basic demand, but: rather a 
temporary shortage ct financing. 
Actually, it is possible to argue 
that even in housing, we’ have 
been underbuiiding. Most units 
being built go to satisfy the needs 
of population growth; relatively 
few are for replacement of obso- 
lete or destroyed housing. At the 
present rate of replacement, it 
would take in the neighborhood 
of 150 years to replace our exist- 
ing housing stock; and it is very 
doubtful that the average Ameri- 
can family of the future will be 
content to live in a house a cen- 
tury and a half old. 

“Housing starts will probably 
be around 1,200,000 this year, but 
should turn upward in following 
years. I would expect an absolute 
minimum of 12- to 18-million 
starts in the next 10 years, and 
probably a lot more than that if 
the remainder of the economy 
stays healthy. During this decade, 
at least $690 billion will be 
poured into construction, both 
new building and maintenance 
and repair. This figure seems 
huge, but actually it assumes only 
a modest expansion of the indus- 
try directly in line with the ex- 
pected growth of the economy. 

“Where is the money coming 
from for this volume of building? 
That should be no problem. The 
estimate assumes that construc- 
tion won’t grow any faster than 
the rest of the economy; and the 
expected increase in national in- 
come and the normal growth of 
savings and investment should 
provide ample funds for build- 
ing, subject, of course, to tempor- 
ary stresses and strains which 
will probably always occur.” 
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The Government market still appears to be at the crossroads 
waiting for direction signals. It is not expected, however, that too 
much will develop until some of the conditioning factors over- 
hanging the money market have been cleared away. Tne most 
important of these are whether Presicent Eisenhower will or will 
not run again, whether the business pattern wilk continue to show 
less vigor, and to a more limited extent the imp2nding refund- 
ing operation of the Treasury. It is evident that most of these 
imponderables will be resolved in the near future. 

In the interim, while the money market is waiting for things 
to happen, the buying continues to ke sizeable in the near-term 
obligations. The middle maturities of Governments are not getting 
as much attention as in the immediate past and this is bemg-at=" 
tributed to the coming refunding of, the Treasury. ‘The longest 
maturities, according te reporis, are s.ill being well bought by 
the usual insiitutional investors. 


Business Trend Key to Monetary Policy 


The inflationavty pressure which has been one of the most 
important forces operating in a tightening way in the money 
market, appears to have subsided and an early resumption of this 
pressure is not expected. According to reports, ths is the kind 
of thinking which is now being found in what is termed “official 
sources’ and while there has been no alterations yet in the poli- 
cies of the powers that be, it will not take a great deal more of a 
change in the forces that operate in the economic picture to have 
a somewhat different official position develop towarcs the money 
market. 


The business pattern is being watched very closzly by money 
market specialists because it is evident that the key which will 
unlock future developments in the Government market will be 
found in what takes place in the various forces that make up the 
business situation. Already there are signs of a let-down in the 
automobile industry, which could have an important effect upon 
the economy of the country, especially if it were to be accelerated 
and to be of long duration. The building business is another 
force in the economic pattern which is not ccnsidered to be as 
vigorous now as it has been, and it would not be too surprising if 
the number cf home starts in 1956 were somewhat under those 
of last year. The fact that changes have been made in the terms 
of FHA and VA loans is evidence that conditions in the building 
business are not quite as inflationary as was the case not too long 
ago. 


Inventery Picture Vulnerable 
_. The inventory picture is likewise a point of a modest amount 
of concern, because it is indicated that build-ups in certain indus- 
tries have reached levels’ which are not considered to be too 


_ healthy. .The liquidation of inventories that are not movable at 


prices which would be profitable does not usually have a favor- 
able effect upon the economy. Consumers’ credit is still a bone of 
contention among many economists. However, the opinions now 
evidently are favoring a decline in the total volume of these 
loans. Some lessening in the demand for loans by individuals 
would not be an adverse factor, because it seems as though these 
borrowings. have been. high in many instances. Nonetheless, a 
downwerd trend in consumers’ loans that would be steep and pro- 
tracted would not be too good for the economy as a whole. 


Demand fer Loans in Downtrend 


Because there are elements of concern in the economic pic- 
ture, there has not been the same demand for funds as was the 
case in the not distant past. Therefore, some of this money is 
being put to work in selected issues of Governments, with the 
trend still in the direction of lengthening maturities. This is being 
done in spite of the fact that the policies of the monetary author- 
ities up to this time have not shown any changes. On the other 
hand, the new attitude which has developed in the money market 
migat be a forerunner of what will happen as far as future 
moneiary policy is concerned, The changes which were recently 
made by Government agencies in the mortgage field might also 
be foretelling what the powers that be will be doing in the future. 


Current Market Movements 


Institutional dcmand for the 24% Government bonds, aecord- 
ing to advices, is being stepped up, with some ef this money com- 
ing from the sale of the 3s, the 3%s and short-term “obligations. 
The out-of-town commercial banks, particularly those with size- 
able savings deposiis. are reportedly among the imporiant buyers 
of the more distant Treasuries. 


The rise in the British bank rate to 54% is lcoked upon as 
purely an English firancial development and is not expected to 
have any effect upon interest rates in this country. 








Gocdbody Adds 
(Special to THe FrnanciaL CHRONICLE) 

ORLANDO, Fla. — Newton R. 
Black, George W. Newhart, Paul 
S. Liker and Louis A. Hornstein 
have joined the staff of Goodbody 
& Co., 205 North Main Street. Mr. 
Black, Mr. Liker and Mr. Horn- 
stein were previously with A. M. 
Kidder & Co. 


With Pacific Northwest 


(Special to THe Financia, CHRONICLE) 
PORTLAND, Oreg. — Thomas 
M. Murphy has become associated 
with Pacific Northwest Company, 
Wilcox Euilding. Mr. Murphy was 
formerly with Zilka, Smither & 
Co., Inc. and prior thereto for 
any years with Conrad, Bruce & 
oO. 


Rudd, Kristeller Orens ' Joims Bache Staff 
Branch In New y Orit (Specia! to THe FrnanciaLt CHRONICLE) 
Rudd, Kristeller & Co. have CHICAGO, Il1.—Philip oe Buhle, 


opened a branch office at 11 Wall ahd & Co. 135 South La Salle 
<trect, New York City under the Street. Mr. Buhle was previously 
direction of Adrian R. Kristeller. with Goldman, Sachs & Co. 


has become associated with 
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... gives its planes — 
continuous positional “fix” 





of the Mighty FORRESTAL 


The U.S.S. ForReEsTAL .. . 60,000-ton sea giant... the 
most powerful carrier afloat... owes much of its fighting 
efficiency to its modern sensory system... including its 
advanced-design communication and air navigation 
“nerve centers” developed by Federal Telecommunica- 
tion Laboratories, a division of International Telephone 
and Telegraph Corporation. 

To guide its planes safely home through darkness, fog, 
and stormy weather, the FORRESTAL utilizes Tacan.. . rev- 
olutionary new system that continually indicates position 
of the moving ship to its fast-flying planes. 

Te keep in constant two-way voice contact with its 
pilots in the air, the FORRESTAL uses a new ultra high 
frequency radio system... with an effective range over 
one-and-one-half times greater than many previous sys- 
tems... beaming its power through -new-type antennas in 
new locations below the level of the flight deck. 


INTERNATIONAL TELEPHONE AND TELEGRAPH 


For ship-to-ship and ship-to-shore communication, a 
medium-and-high frequency radio system provides the 
FORRESTAL with clear and dependable transmission for 
voice, teleprinter, high-speed code and facsimile. 

The same electronic “nerve centers” will be installed 
on the new super aircraft carrier U.S.S. SARATOGA and 
other great carriers to come. 

These vital developments... Tacan, UHF and MHF 
radio... are outstanding examples of the continuing con- 
tributions of 1 T&T to electronic progress ... to the grow- 
ing might of America’s defensive forces. 
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Britain’s Measures to 
Slow Down Inflation 


By PAUL EINZIG 


Eminent British Economist finds Government’s bitter anti-infla- 


ee re 
aie 


tion medicine still of insufficient dosage. Steps taken include: 
(1) increasing the Bank Rate from 412% to 54%; (2) cur- 
tailing investments by local authorities and private sectors of 


the economy; (3) reduction of Government expenditures by 


oo 


— se 


} making savings 


LONDON, Eng.—On Feb. 16 the 
Bank of England announced the 
increase of its Bank Rate from 
4% to 542%. The announcement 
did not come 
altogether un- 
expected. For 
some weeks 
an increase of 
the Bank Rate 
was vaguely 
expected 
every Thurs- 
day, owing to 
the growing 
feeling that 
the measures 
taken by the 
Government 
to fight infla- 
tion were not 
sufficient. It 
took Mr. Macmillan, Chancellor of 
the Exchequer, some seven weeks 
to familiarize himself with his 
new post, and to obtain the 
Cabinet's approval of his proposed 
disinflationary measures. For e- 
most among them was the in- 
crease of the Bank Rate. 








Paul Einzig 


The bankers were becoming 
more and more critical of the 


Treasury’s attitude in the matter 
of the credit squeeze. They did 
not like to incur unpopularity 
among their custemers by taking 
the initiative for cutting their 
credit facilities. The increase of 
the Bank Rate has now relieved 
them of this task. There are 
bound to be a number of borrow- 
ers who will now prefer to repay 
their loans rather than pay higher 
interest rates, and many would- 
be borrowers will prefer to ab- 
stain from asking for loans. 


Will the 512% Bank Rate pro- 
vide sufficient deterrent to busi- 
mess expenditures? Possibily in 
the building trade there will be 
less activity both by private 
builders and by local authorities 


engaged in housing schemes. A 
number of marginal cases are 
likely to be affected in many 


branches of business. But so long 
as the rise in prices is expected 
to continue, even the present in- 
terest rates fail to deter most 
borrowers. In order that dear 
money should produce its effect, 
it would be necessary to convince 
the public that the rise in prices 
has now come to a halt. In view 
of the large wages demands which 
are being pressed forward, most 
people are inclined to doubt 
whether the rise in prices could 
in fact be halted, except at the 
cost of much more drastic meas- 
ures. 

The measures announced by Mr. 
Macmillian after the increase of 
the Bank Rate do not appear to 
go far enough to bring about a 
turn of the trend. The sum total 
of the cuts in capital expenditure 
and current expenditure by the 
Government is about £100 mil- 
lion this year, which is about 
equal to the increase of the 
Budgetary Estimates for 1953-57 
over the Estimates for 1955-56. 
On the other hand, the Chancellor 
expects the local authorities to cut 
their capital expenditure by a 
considerable amount, and the pri- 
wate sector of the economy, too, is 
expected to curtail its planned 
capital investment. To achieve 
that end, Mr. Macmillan repealed 
a concession made by his prede- 
cessor less than two years ago 


£100 million; and (4) continuation of the cooperating bank 
credit squeeze program. Chancellor Macmillan’s future meas- 
ures believed to be: Bank Rate rise to as high as 71/2%, and 


more attractive. 


when, in order to encourage capi- 
tal investment, an “Investment 
Allowance” was granted for the 
purposes of taxation. Moreover, 
the Capital Issues Committee was 
instructed to scrutinize more 
closely applications for authoriza- 
tion of public issues and of credit 
exceeding £50,000. And the banks 
were called upon not to relent 
their credit squeeze. Possibly 
these steps, together with the 
Bank Rate, will cause some reduc- 
tion of business spending. But it 
is far from certain whether it will 
be sufficient. 


In any event, Mr Macmillan has 
already proved that he is made 
of a tougher fibre than his prede- 
cessor. It is understood that he 
wished to go much further, but 
that the Cabinet has vetoed some 
of his proposals. In the absence of 
the desired degree of improve- 
ment in the near future, he is 
likely to be able to persuade the 
Cabinet to allow him to proceed. 
The Budget statement on April 10 
will provide him with an oppor- 
tunity for introducing another 
batch of measures. It is under- 
stood that he will then announce, 
among others, some new measures 
aimed at making saving more 
attractive. .Such measures were 
foreshadowed by Sir Anthony 
Eden in January, and even if no 
information is available about 
their nature, it is assumed that 
Mr. Macmillan has_ something 
original and unconventional in 
mind. 


Meanwhile a further increase in 
the Bank Rate is distinctly a 
possibility. Before the announce- 
ment of the increase on Feb. 16, 
it was widely believed that the 
Chancellor would resort to shock- 
tactics by raising it to at least 
6%, and possibly even higher. 
There is a feeling that he is quite 
prepared to go up to 712%, and 
the anticipation of a further in- 
crease provides a powerful deter- 
rent to borrowers. 

Allowing for all this, the im- 
pression remains that he has not 
gone far enough. There is no 
comparison between the sum total 
of the measures taken by him and 
by Mr. Butler, his predecessor, 
and the breath-taking Draconian 
measures adopted in 1931 when 
sterling was in danger, or in 1940- 
41 when Britain itself was in 
danger. But then, those were oc- 
casions of acute crises, and the 
public almost enjoyed submitting 
to brutally harsh measures. Today 
the position is different. For years 
Britain has been struggling with 
a chronic inflation, but in spite 
of the losses of gold during 1955, 
and the unexpectedly bad trade 
balance figures in January 1956, 
the public is not sufficiently 
frightened to face a major shock. 
So the bitter medicine has to be 
administered in relatively small 
doses. 

There is a feeling that, if only 
Mr. Macmillan were allowed free 
hand, he would solve the prob- 
lem. The second instalment of his 
measures is awaited with much 
interest, especially as there are 
indications that the influence of 
his opponents within the Cabinet 
is weakening. Meanwhile the ef- 
fects of his present measures 
should be sufficient to hold ster- 
ling and slow down inflation, even 
na sata could not bring it to a 
alt. 
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NEWS ABOUT BANKS 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS, ETC. 
REVISED 
CAPITALIZATIONS 


AND BANKERS 





Alexander Conovich and Ralph 
J. Pempel have been appointed 
Vice-Presidents of The Chase 
Manhattan Bank, of New York, 
J. Stewart Baker, President, an- 
nounced on Feb. 21. Both men be- 
gan their banking careers over 30 
years ago with the Equitable Trust 
Company which was merged with 
the Chase in 1930. Mr. Conovich is 
in the public utilities department, 
Mr. Pempel in the trust depart- 
ment. At the same time five of- 
ficers received promotions as As- 
sistant Vice-Presidents viz. Cor- 
nelius D. Howland in the bank’s 
mid-western district and Jack A. 
Peyman in the branch administra- 
tion department; Harold M. Lind- 
stedt, LeVan H. Loveland and 
Herbert S. Pettit at branches in 
New York City. Seven new of- 
ficers were appointed: Carl M. 
Hess, Assistant Vice-President, 
petroleum department; Wheeler 
T. Dell, personal trust officer; 
Robert L. Barker, Thomas B. Hal- 
lock, Daniel S. Johnson and John 
R. McIntyre, investment officers; 
and John G. Winger, petroleum 
economist. 

% % % 

Frederick J. Freese, Vice-Pres- 
ident of The Chase Manhattan 
Bank, of New York, has been 
elected a trustee of the Bronx 
Savings Bank of New York. Mr. 
Freese has been in banking since 
1916 when he joined the then 
Bank of the Manhattan Company. 
He is a director of several busi- 
ness and civic organizations. 


Jerry Finkelstein, President of 
Tex McCrary, Inc. and former 
Chairman ofthe New York City 
Planning Commission, has been 
elected a member of the board of 
directors of the Commercial State 
Bank and Trust Company of New 
York, it was announced on Feb. 16 
by D. Mallory Stephens, Board 
Chairman, and Jacob Leichtman, 
President. 

The capital of the First National 
Bank of Glen Head, Long Island, 
N. Y., has been increased as of 
Jan. 18 from $234,600 to $238,000 
by a stock dividend of $3,400. 


In addition to the merger agree- 
ment entered into by the directors 
of the Hempstead Bank of Hemp- 
stead, N. Y. and the Wheatley Hills 
National Bank of Westbury, N. Y., 
noted in our Feb. 16 issue, page 
854, the Board of Governors of the 
Federal Reserve System in its Feb. 
4 weekly announcement noted the 
merger on Feb. 1 of the Hemp- 
stead Bank cf Hempstead, N. Y., 
under its charter and title with 
the Oyster Bay Trust Company of 
Oyster Bay, N. Y., both State 
members. The announcement adds 
that a branch was established in 
the former location of the latter 
bank. 


On the same date (Feb. 1), the 
New York State Banking Depart- 
ment reported that approval had 
been given to Certificate provid- 
ing that Hempstead Bank is to ex- 
ercise the powers conferred by 
Section 100 of the Banking Law 
of the State of New York, thereby 
converting the bank to a trust 
company in accordance with the 
provisions of Section 94 of the 
Banking Law; also providing for 
an increase of capital stock from 
$1,000,000 consisting of 100,000 
shares of the par value of $10 each 
to $1,200,000 consisting of 120,000 
shares of the same par value. 

Blair & Co. Inc. and associates 
announce that the offering of 119,- 
600 shares of additional capital 
stock of The Franklin National 
Bank of Franklin Square, N. Y., 


made to stockholders of record 
Jan. 24, to employees of the bank 
and to the Employee’s Profit Shar- 
ing and Benefit Plan have all 
been subscribed for under the 
warrants which expired Feb. 10. 
Of the total, 117,165 shares were 
subscribed for by the stockhold- 
ers and 2,435 shares by the em- 
ployees and the Employee’s Profit 
Sharing and Benefit Plan of the 
bank. Reference to the plans to 
increase the capital appeared in 
our issue of Feb. 2, page 639. 


The capital of the First West- 
chester National Bank of New 
Rochelle, N. Y., was recently 
(Jan. 17) augmented by a stock 
dividend of $70,625, thus bringing 
the capital up to $1,483,125 from 
$1,412,500. 


A stock dividend of $200,090 has 
served to increase the capital of 
the Citizens and Manufacturers 
National Bank of Waterbury, 
Conn., as of Jan. 18, from $600,000 
to $800,000. 

At the Annual Organization 
Meeting of the Board of Directors 
of the County Bank & Trust Com- 
pany of Paterson, N. J., held in 
January, C. Kenneth Fuller, Presi- 
dent, was elected Chairman of the 
Board and Cowles Andrus, Execu- 
tive Vice-President, was elected 
President of the bank. Other board 
members, officers and administra- 
tive assistants were reelected. Mr. 
Fuller, who will continue as the 
bank’s chief Executive Officer, 
has served as President of the 
bank for the past 12 years. Mr. 
Cowles Andrus, formerly Presi- 
dent of the Peoples Bank and 
Trust Company of Passaic, was 
elected Executive Vice-President 
of the County Bank and Trust 
Company in 1951 after more than 
20 years of general banking ex- 
perience in the Passaic County 
area. The proposed merger of the 
Citizens Trust Company of Pater- 
son with the County Bank & Trust 
Co, was noted in our Feb. 16 issue, 
page 854. 


Reginald C. Short, of Pittsburgh, 
Pa., has been elected Vice-Presi- 
dent and Trust Officer of The 
Bank of Virginia, at Richmond, 
Va., according to an announce- 
ment on Feb. 13 by Thomas C. 
Boushall, President of the bank. 
Mr. Short will assume his new 
duties on March 5 with the bank’s 
main Trust Department offices in 
Richmond, Mr. Boushall said. A 
native of New York City, the new 
bank officer began his banking 
career in 1925 and was associated 
with the trust departments of a 
number of banks through the 
vears. Returning to banking, fol- 
lowing active duty with the Navy 
from 1942-1946, Mr. Short later 
joined tne Fidelity Trust Company 
as Associate Trust Officer. He ad- 
vanced to Trust Officer and then 
to Vice-President. 

ie % % 

The Bank of Commerce and 
Trusts, of Richmond, Va. and the 
State-Planters Bank and Trust 
Company, also of Richmond, Va., 
both State members of the Federal 
Reserve System have merged as 
of Jan. 3 under the new title of 
the State-Planters Bank of Com- 
merce and Trusts, according to an 
announcement by the Board of 
Governors of the Federal Reserve 
System, which states that the for- 
mer head office and branch of 
Bank of Commerce and Trusts will 
be operated as branches by the 
continuing bank. 

Increased from $2,500,000, the 
capital of the City National Bank 





& Trust Company of Columbus, 
Ohio, became $3,000,000 as of Jan. 
16, by reason of a stock dividend 
of $500,000. 


A capital of $625,000 was re- 
ported by the Commercial Na- 
tional Bank in Muskogee, Okla., 
as of Dec. 13, the amount having 
been increased from $500,000 by 
a stock dividend of $125,000. 

The merger of the Citizens 
Bank of Mobile, Ala., with com- 
mon stock of $260,000 into the 
First National Bank of Mobile, 
with common stock of $1,500,000, 
was effected as of Jan. 31 under 
the charter and title of the First 
National Bank. At the effective 
date of the merger the enlarged 
bank had capital stock of $1,500,- 
000, in 60,000 shares of common 
stock, par $25 each, surplus of 
$4,500,000 and undivided profits 
and reserves of not less than 
$1,232,107. 

The First National Bank and 
Trust Company of Oklahoma City, 
Okla., now (as of Jan. 16) has a 
capital of $10,000,000, raised to 
that amount from $7,500,000 by a 
stock dividend of $2,500,000. 


The Comptroller of the Cur- 
rency at Washington reports on 
Jan. 16 the voluntary liquidation 
of the Commercial National Bank, 
of Knexville, Tenn., with com- 
mon capital stock of $500,000, ef- 
fective Jan. 5. The liquidating 
bank was absorbed by The Ham- 
ilton National Bank of Knoxville. 


as 


Merriell Autrey has been elect- 
ed Assistant Cashier of The 
Citizens and Southern National 
Bank, Atlanta, Ga. Announcement 
of his election followed a meeting 
of the bank’s Atlanta Advisory 
Board on Feb. 17. Mr. Autrey has 
been with the C&S since 1951. 


An addition of $400,000 has been 
made to the capital of the Florida 
National Bank of Pensacola, Fla., 
whereby the capital now (Jan. 17) 
stands at $800,000 against $400,000 
previously. A $400,000 stock divi- 
dend was the means of enlarging 
the capital. 


The First National Bank of 
Montgomery, Ala. increased its 
capital trom $1,500,000 to $1,750,- 
000, as of Jan. 17. The increase 
resulted from a $250,000 stock 
dividend. 


R. J. MacBean and T. J. Mo- 
roney, both Vice-Presidents and 
Trust Officers of the Republic Na- 
tional Bank of Dallas, Texas, were 
elected Vice-Presidents and Senior 
Trust Officers of the bank on Feb. 
14 it was announced by Karl Hob- 
litzelle, Chairman of the Board, 
and Fred F. Florence, President of 
Republic. Their election occurred 
at the regular meeting of Repub- 
lic’s Board of Directors, held on 
the 36th anniversary of the found- 
ing of the bank. Both Mr. Mac- 
Bean and Mr. Moroney are veter- 
an members of Republic’s official 
staff, and have long held top posi- 
tions in its Trust Department. Mr. 
MacBean -joined the staff of the 
Republic Trust and Savings Bank, 
an affiliate later consolidated with 
Republic, in January of 1924. He 
began as Assistant Secretary, later 
becoming Secretary. In 1928, he 
was elected an Assistant Vice- 
President, becoming a Vice-Presi- 
dent in 1931, and Vice-President 
and Trust Officer Jan. 1, 1946. 

Mr. Moroney became affiliated 
with Republic in 1929 as an As- 
sistant Cashier. He became an As- 
sistant Vice-President in 1938, 
Vice-President in 1940, and was 
elected Vice-President and Trust 
Officer in 1946. 


Twenty-four men and one 
woman were elected to the board 
of directors of Crocker-Anglo Na- 
tional Bank of San Francisco at a 
special organization meeting held 
on Feb. 13 the first day of busi- 
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ness under the new bank name, it 
was announced by W. W. Crocker, 
Chairman of the Board, and Paul 
E. Hoover, President and Chief 
Executive Officer. At the same 
meeting, members of an advisory 
committee of 16 men to the board 
were named, officers were ap- 
pointed and the first dividend on 
the bank’s new stock was de- 
clared. In these columns Feb. 16, 
page 854, it was noted that the 
Crecker-Anzglo National Bank 
opened for business on Feb. 13, 
and that it represented the con- 
solidation of the Crocker First Na- 
tional Bank and the Anglo Cali- 
fornia National Bank, both of San 
Francisco. As indicated in our Feb. 
13 issue the principal officers of 
the Crocker-Anglo Bank are 
W. W. Crocker, Chairman of the 
Board; Paul E. Hoover, President 
and Chief Executive Officer; J. F. 
Sullivan, Jr., Chairman of the 
Executive Committee; Paul B. 
Kelly, First Vice-President, and 
William Pflueger, Executive Vice- 
President. All other officers of the 
former Anglo and Crocker banks 
it is announced were elected offi- 
cers of the Crocker-Anglo Na- 
tional Bank. William A. Hender- 
son, previously Cashier of the 
Anglo Bank, has been named 
Vice-President and Cashier of the 
consolidated institution and J. J. 
Cambridge, Jr., who was Auditor 
of the former Anglo Bank, has 
been made General Auditor. The 
first dividend of the consolidated 
bank on its 3,867,000 outstanding 
shares of capital stock, amounting 
to 30 cents per share, was de- 
clared, in adjustment of dividends 
declared by the predecessor banks 
before the consolidation. It will be 
payable on April 1 to share- 
holders of record March 10. 
% * 

John F. Boland, Sr., late Direc- 
tor and Senior Vice-President of 
the National Bank of Westchester, 
of White Plains, N. Y., died on 
Feb. 18 in Lawrence Hospital, 
Bronxville. He was 68 years of 
age. Mr. Boland was President of 
the First National Bank and Trust 
Company of Tuckahoe from 1931 
until 1954 when it was consoli- 
dated with the Westchester Bank 
and Trust Company of New 
Rochelle, under the former bank’s 
National Charter as National Bank 
of Westchester. He had been with 
the bank since 1914. Mr. Boland 
was also a former Vice-President 
of the Westchester Clearing House 
Association. 

th % bg 

California Bank of Los Ang:le:, 
Cal. will open a branch offic2 in 
Fullerton, Cal., in April, Frank L. 
King, President, announced. The 
bank will occupy temporary quar- 
ters in the California Hotel build- 
ing until completion of permanent 
quarters at Spadra Road and 
Whiting Avenue. Max B. Horn, 
Assistant Vice-President in charge 
of the Anaheim Office, will be 
assigned to the new Fullerton Of- 
fice in a similar capacity. He will 
be succeeded at the Anaheim Of- 
fice by Barney W. Jordan, Man- 
ager. 

% % % 

Edgar B. Jessup, President of 
Marchant Calculators, Inc., has 
been elected a member of the 
board of directors of First West- 
ern Bank and Trust Company, of 


San Francisco, it was announced 
on Feb. 14. Mr. Jessup fills a va- 
cancy on the board caused by the 
inability of Philip F. Landis to 
continue serving as a director. 


Covington Janin Joins 
H. L. Jamieson Co., Inc. 


(Special to THe Financia CHRONICLE) 


SAN FRANCISCO, Calif.— 
Covington Janin has joined the 
staff of H. L. Jamieson Co., Inc., 
Russ Building. He was formerly 
sole proprietor of Covington Janin 
Company and prior thereto was 
an officer of Putnam Func Dis- 
tributors. 


Phila. Secs. Assn: 
Appoints Committees 


PHILADELPHIA, Pa.—Francis 
M. Brooke, Jr., of Brooke & Co., 
President of The Philadelphia Se- 
curities Association, announced 
appointments to various commit- 
tees of the Association to serve 
for the year 1956. 

The membership committee is 
headed by F. Lester Smith of 
Janney, Dulles & Co., as Chair- 


man, with Edward B. Stokes, 
Stokes & Company, as Vice- 
Chairman. Other members of the 


committee are: Eugene Arnold, 
Jr.; Rebinson & Co.; George A. 
Bailey, Jr., George A. Bailey & 
Co.; Walter Buckley, Walston & 
Co.; John P. McCoy, A. J. Sailer 
& Co.; Warren V. Musser, Pihila- 
delphia Securities Corp.; William 
T. Poole, Schmidt, Poole, Roberts 
& Parke; Daniel J. Taylor, Wood- 
cock, Hess & Co., Inc.; and Wil- 
liam A. Webb, DeHaven & Town- 
send, Crouter & Bodine. 

Albert A. R. Wenzel of Horn- 
blower & Weeks is Chairman of 
the program committee. Other 
members: Thomas J. Meaney, T. 


J. Meaney, Inc., and Richard M. 
Newnham, Brooke & Co. 


The Chairman of the member- 
ship committee is Leighton H. 
Mclivaine of Goldman, Sachs & 
Company. Harold F. Carter, 
Hornblower & Weeks; William A. 
Lacock, E. W. Clark & Co.; and 
Stuart M. Wyeth of Stone & Web- 
ster Securities Corporation, are 
members. 


The directory committee Chair- 
man is C. Budd Heisler, Central- 
Penn National Bank. Other mem- 
bers are Orrin V. Boop, Schmidt, 
Poole, Roberts & Parke and 
Reeves Bunting of Kidder, Pea- 
body & Co. 


On the public relations commit- 
tee are E. Howard York, 3rd, of 
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Doremus- Eshleman Co., Chair- 
man, and G. Elwood Williams of 
The First Pennsylvania Banking 
& Trust Company. 


Form James H. Drass Inc. 


SUNBURY, Pa. — James H. 
Drass, Inc. has been formed with 
offices at 30 North Fourth Street 
to conduct a securities business. 
Officers are James H. Drass, Presi- 
dent; L. E. Drass, Vice-President 
and Treasurer; and J. G. Drass, 
Secretary. Mr. Drass was formerly 
President of J. H. Drass & Co. Inc. 





How Pineapple Discovered 


America in 1892... 


Pineapple flourished in tropical Hawaii’s fertile soil. 
But it needed steel for its voyage to mainland markets... 


Early in the 1800’s, pineapple was 
grown on the lush green slopes of 
faraway Hawaii. But few people in 
the United States ever had tasted it. 

One reason was distance.. How 
could you ship pineapple to markets 
thousands of miles away and still keep 


“ it fresh, without loss of its distinctive 


flavor? 

In 1892, Capt. John Kidwell, an 
English horticulturalist on the Islands, 
came up with the obvious answer. It 
was an answer already proved suc- 
cessful in shipping perishable foods 
from distant places: 

Put pineapple in tin cans! 


Leok what happened 
From this beginning, pineapple grew 


. tremendously in popularity on the 


mainland. Today it is one of the five 
most popular fruits consumed in the 
United States each year. 

In fact, more than 99 percent of all 
Hawaiian pineapple goes into cans 
made of steel coated with tin. 

By using cans, the industry has 
grown phenomenally. In 1903, for 
example, the total pineapple pack was 
1,893 cases. The 1954-55 pack alone 
was 17,976,739 cases of pineapple and 
14,291,984 cases of pineapple juice. 

About 80 percent of pineapple sold 
in the United States is grown in 
Hawaii, and the Islands produce 
about 70 percent of the world’s sup- 
ply. The industry employs thousands. 
It takes workers in spotless canneries, 
located near the fields, only 15 min- 
utes to clean, cut and pack pineapple 
in cans. 


Advantages of tin cans 


Pineapple—sliced, diced, crushed 
and in zestful juice form—is only one 
of many foods from faraway places 
that are now readily available in all 
their natural goodness and full flavor 
whenever we want them... thanks to 
cans made of steel coated with tin. 


NATIONAL STEEL 


GRANT BUILDING 


There are, of course, many reasons 
why the can is the ideal container for 
a tremendous variety of fruits, vege- 
tables, soups, meat, fish, milk and 
other foods. 

It is strong, approximately 99 per- 
cent steel, with a coating of tin to 
make it resistant to corrosion. It 
won’t break or shatter. It’s easy to 
ship, to carry and to store. 

It’s sanitary, too, used only once. 
And it’s compact, adding only the 
fraction of an inch to its contents. 


National’s role 


Our Weirton Steel Company, located 
at Weirton, West Virginia, is a leading 
supplier of the electrolytic and hot- 
dipped tin plate required for the more 
than 35 billion cans made each year. 


Of course, tin plate is just one of the 
many steels made by National Steel. 
Our research and production men 
work closely with customers in many 
fields to provide steels for the better 
products of all American industry. 

At National Steel, it is our constant 
goal to produce still better and better 
steels of the quality and in the quan- 
tity wanted, at the lowest possible 
cost to our customers. 





SEVEN GREAT DIVISIONS 
WELDED INTO ONE COMPLETE 
STEEL-MAKING STRUCTURE 
Great Lakes Steel Corporation ¢ Weirton 
Steel Company ¢ Stran-Steel! Corporation e« 
Hanna Iron Ore Company ¢ National Steel 
Products Company « The Hanna Furnaee 
Corporation ¢ National Mines Corporation 
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Continued from first page 


‘As We See It 


farmers than it would were it not for the ubiquitous poli- 
tician who is constantly telling the farmer that he is 
sui generis and deserves abundant largesse from the rest 
of us. 

Facts Not Easily Had 


One trouble with this situation is the general lack of 
knowledge of the essential facts of this situation. Slow, 
persistent trends are buried beneath the mouthings of time 
servers. A good deal of work is required to unearth them, 
and a certain statistical background is needed to interpret 
them. Yet the facts are unmistakable. There is a long- 
term, rather steady, decline in the number of men devot- 
ing themselves to farming in this country, and that in- 
cludes both proprietors and hired help. It is also a demon- 
strable fact that the income of the farm operator has de- 
clined a good deal less than the calamity howlers citing 
price relationships would have us believe, and a little 
analysis reveals the further truth that it is the cost of pro- 
duction rather than gross receipts which is mostly respon- 
sible for the farmer’s woes. 


As Governor Smith used to say, let us look at the 
record. It was in 1947, 1948, 1951 and 1952 that the farm- 
ers were most definitely “in clover,’ according to the 
usual criteria, the particular year chosen as the best de- 
pending largely whether gross income, net income or 
realized net income is to be used as the yardstick. In 
1948 and 1951 a very substantial part of gross income as 
compiled by the Department of Agriculture consisted of 
| 4nventory profits, so-called, and in 1947 a smaller net and 
' realized net income emerged largely by reason of large 
inventory losses—for the most part bookkeeping entries. 
The results, whichever figure is used, of these years were 
heavily influenced by rising prices for all sorts of goods, 
but, by and large, they may be taken as the boom postwar 
years for agriculture. 


But among how many farm operators were these 
goodly sums distributed? In 1947, the number was roughly 
4,650,000; in 1948, about 4,522,000; in 1951, some 3,956,- 
000 and in 1952, the figure came to approximately 3,882,- 
000. Gross farm income per operator was $6,820 in 1947; 
$7,880 in 1948; $9,650 in 1951 and $9,660 in 1952. Now 
these years were also exceptional years in the matter of 
costs but, all things taken into consideration, the net com- 
ing through to the operators was relatively good, better 
than in virtually any other post war year. Net per operator 
in 1947 was $3,120; in 1948 it was $3,700; in 1951, the 
figure was $3,990 and in 1952 it came to $3,680. If we 
take actually realized income, the figures respectively are: 
$3,610, $3,450, $3,680 and $3,460. 


And Now? 


Now turn to the situation in 1954, the latest year for 
which such detail is available. A very substantial amount 
of information is available for 1955 and it rather clearly 
indicates that last year was in no fundamental respect 
very substantially different from 1954 in these relation- 
ships. Well in 1954, gross income came only to $34,165,000, 
000, an increase of $2,452,000,000 over 1947, but a drop of 
$1,491,000,000 from 1948, a decline of $4,015,000,000 from 
1951, and down $3,325,000,000 from 1952. These are the 
figures—and others like them—that we hear so much 
about. But unheralded and unsung the number of farm 
operators declined 872,000 from 1947 to 1954, 744,000 from 
1948 to 1954, 178,000 from 1951 to 1954, and 104,000 from 
1952 to 1954. Thus we find that the average farm operator 
had a gross income of about $9,000 in 1954 as compared 
with $6,820 in 1947; $7,880 in 1948; $9,650 in 1951; and 
$9,660 in 1952. His net income in 1954 was about $3,260 
against $3,120 in 1947; $3,700 in 1948; $3,990 in 1951 and 
$3,680 in 1952. If net realized income is taken as the meas- 
ure of comparative well being, the figures are $3,170 
against $3,610, $3,450, $3,680 and $3,460, respectively. 
Evidently the farm operator is not nearly so bad off as the 
gross figures so often quoted would suggest. 


Let us also take note of the fact that the farm operator 
has had to pay steadily rising wages to his help. There 
has been a decline in the total number of men on the pay- 
rolls of farm operators, but their numbers have not de- 
clined sufficiently to offset rising wages. The fact of the 
matter is that the wage bill of agriculture was greater in 
1954 than in any previous year. Farmers naturally found 
the cost of operating the machinery substantially greater 
(since they had much more of it); taxes were higher—as 





they are with every one else; and being so extensively 
motorized their depreciation charges mounted. 


Now a situation of this sort will be solved, it seems 
to us, if it is ever solved by the simple (though quite pos- 
sibly painful) process of weeding out the less efficient 
producer and permitting him to seek a living elsewhere; 
a retirement of the less productive land; a better selec- 
tion of goods to be produced, and a generally improved 
efficiency in production. This must proceed until such 
time that the price of what is produced will in response 
to natural forces meet the lowered cost of producing it and 
afford the operators sufficient profit to persuade them to 
keep on producing. So far as we can see, none of the 
“‘solutions” now under discussion could be depended on to 
hasten that day. And that is the disheartening thing about 
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it all. 











Securities Salesman’s Corner 








By JOHN 








DUTTON 








The “In Between” Calls 


Many salesmen work like beav- 
ers to open an account, then after 
they have made the first sale or 
two, their interest is turned to 
some other prospect and off they 
go chasing what they think are 
greener pastures. Someone re- 
cently mentioned his experience 
as a first time customer of an in- 
vestment firm and critically re- 
marked, “Until they had my first 
order you would have thought I 
was the most important person 
they could know, but afterward I 
was the forgotten man. Before I 
became a customer their mail was 
regularly sent to me. Offers of 
service, of new issues, of attrac- 
tive investment opportunities were 
mailed to me regularly. Their 
salesman telephoned me when he 
had information he thought might 
be of interest to me. I was im- 
pressed that here was a firm that 
wanted my business and would 
show its appreciation by giving 
me top service. After I made my 
first investment through them 
and they put my name on their 
books something happened. Al- 
though I still hear from the same 
salesman occasionally and he’s a 
pleasant likable fellow, I have to 
call him now when I want some- 
thing in the way of service or in- 
formation. I guess he’s out look- 
ing for more profitable customers 
—or could it be that the invest- 
ment business is different than 
others — I always thought that 
your customer was your best 
prospect but it doesn’t seem so 
as far as my experience goes with 
this broker.” 


Don’t Stop After the First Sale 


When a customer gives you his 
first order he is saying to you, 
“TI like you and I believe I will 
benefit from this transaction, but 
the rest is up to you — show me.” 
That is the sort of thinking that 
is going on in his mind. Even if 
he is a small account, the princi- 
ple is the same. Each man knows 
many other people who could also 
be your clients. Don’t overlook 
the fact that it is what you do and 
say affer you obtain that first 
order that will either convince 
him that you are his investment 
advisor, or will cause him to look 
somewhere else. 


Several months ago a mild sort 
of man came into my office and 
told me he had a small amount of 
funds for investment. He said he 
wanted to buy some X Y Z com- 
mon and asked me what I thought 
of it. I gave him considerable 
time and was just as pleasant to 
him as if he had been a large 
investor instead of an odd-lot 
buyer. He left and I forgot the 
incident. Just the other day he 
reappeared and he had two small 
checks in his hand which he laid 
on my desk. He told me he had 
come back to see me because he 
believed that I would treat him 
right. 

My first impression had been 
good. Much to my surprise he 
also told me that he was sending 


for a fairly substantial sum that 
was invested in low yielding, 
fixed-income securities, and gov- 
ernment bonds, and when he re- 
ceived these funds he wanted me 
to handle the reinvestment for 
him. 

You never know when and 
where you are going to find busi- 
ness—but the only way you can 
be certain that you expose your- 
self to opportunities is to never 
overlook the possibility that the 
other fellow is IMPORTANT, not 
only as a possible client but as a 
human being. 

Call on the telephone after you 
have made the sale. Follow up 
and see to it that your new cus- 
tomer knows that YOU ARE 
THINKING OF HIM. Ask him if 
there is anything else you can 
do for him. Offer him quotations, 
suggestions for further invest- 
ment, statistical reports, or just 
find out the state —— health. 
Show your interest in others by 
taking notes of things in which 
they are interested and use the 
telephone to inquire as to their 
welfare. The man who takes an 
interest in his customers will not 
only do more business with them 
as time goes on, but he can count 
on their loyalty as well. Not only 
will you build small accounts into 
larger ones by following this pro- 
cedure, but you can also obtain 
new clients from friendly, loyal, 
customers who have done well 
with you. The investment busi- 
ness is not, and should not be a 
“one sale” proposition. Start to 
sell AFTER YOU HAVE MADE 
SALE NUMBER ONE. 


James Mueller Elected 
Slayton & Go. V.-P. 


ST. LOUIS, Mo. — James W. 
Mueller, veteran St. Louis auto- 
mobile retailer, has been elected 
a Vice-President of Slayton & 
Company, Inc., principal under- 
writers of Managed Funds, Inc., 
Hilton H. Slayton, President of 
both firms, announced. 

Mr. Mueller’s new duties w_ ll 
be principally administrative, 
dealing with internal operations 
and budgetary controls. 

Mr. Mueller had been an auto- 
mobile salesman and dealer since 
1932. Before coming to the Slay- 
ton organization, he owned and 
operated the Downtown Oldsmo- 
bile Agency in St. Louis. 


With First Fla. Inv. 


(Special to THe FINANCIAL CHRONICLE) 


ORLANDO, Fla. — William T. 
Lane has become affiliated with 
First Florida Investors, Inc., 21 
South Court Street. 


W. M. Ellsworth Opens 


ELMONT, N. Y. — William M. 
Ellsworth is engaging in a securi- 
ties business from offices at 159 
Sterling Road. 





Jansen to Address 
Boston Investment Club 


BOSTON, Mass.— On Wednes- 
day, Feb. 29, Arthur Jansen, gen- 
eral partner of W. E. Burnet and 
Company, will address the Boston 
Investment 
Cciup. tue 
dinner meet- 
ing will be 
held at the 
Boston Yacht 
Cte @e8s 
Rowe’s Wharf 
at 7 p.m. 

Mr. Jansen 
has been pre- 
eminent in 
the field of 
railroad eco- 
nomics and 
security anal- 
ysis for many ~- oa 
years. Gradu- Arthur Jansem 
ated from the Columbia Univer- 
sity School of Business in 1927, 
Mr. Jansen has been connected 
with financial firms almost ever 
since. His interest in railroad 
securities began in 1930 when he 
was head of the statistical depart- 
ment of Schmeltzer, Clifford & 
Company. 

From 1946 to 1953, Mr. Jansen 
taught Analysis of Railroad Secu- 
rities at the Graduate School of 
Business Administration of New 
York University. He also has been 
teaching Corporate Finance at 
Columbia University since 1948. 

Since 1937, Mr. Jansen has been 
closely identified with “Barron’s” 
and, in the intervening years, has 
written several hundred articles 
about railroads and their securi- 
ties. 

From 1948 to 1950, he was head 
of the railroad section of the New 
York Society of Security Analysts 
and has continued to take an ac- 
tive part in the group. Since 
1947, he has been a trustee of the 
Irving Savings Bank in New York 
City. 





Education Committee 
Of N. Y. Inv. Assn. 
Speakers Programs 


During the past two months 
members of the Education Com- 
mittee, Speakers Group of the In- 
vestment Association of New 
York have appeared before six 
organizations where there was a 
total attendance of about 380 per- 
sons. The Investment Association 
of New York is made up of young 
men in the field of investment 
banking and brokerage. Leon J. 
Weil, Steiner, Rouse & Co., spoke 
before the Omailia Business Club 
at Fordham. Arthur Rock, Shields 
& Co., lectured to the N. Y. Chap- 
ter of Delta Nu Alpha Fraternity 
and William Ruane, Kidder, Pea- 
body, spoke before the Women’s 
Faculty Club of New York Uni- 
versity. Vance Van Dine, Morgan 
Stanley & Co., spoke before the 
Pan Hellenic Club and the Sav- 
ings Bank Association of Con- 
necticut and Walter Stern, Burn- 
ham & Co., talked before the 
Palestine Lodge. 


In the next few weeks talks are 
scheduled by members of the In- 
vestment Association before the 


Chandler Secretarial School, the 
Congressional Fellowship and the 
Barbizon Hotel for Women. In 
addition the Education Commit- 
tee has scheduled a six lecture 
course at Cooper Union during 
April and May. 


Columbia Securities Corp. 
Opens New York Branch 


Columbia Securities Corporation 
of Denver has opened a branch 
office at 80 Wall Street, New York 
City under the management of 
A. Henry Fricke. 
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“Distribution 
in NEW ENGLAND 
for more than 100 YEARS 





ESTABROOK €§ CO. 


15 STATE STREET, BOSTON 


Boston Telephone LAfayette 3-2400 
Boston Teletype BS-288 


New York Hartford Poughkeepsie Providence Springfield 


Members New York and Boston Stock Exchanges 














Kidder, Peabody & Co. 


Founded in 1865 


Members New York, Boston, Midwest and 
American Stock Exchanges 


Trading markets in 
New England Bank, Utility and Industrial Stocks 


75 Federal Street, Boston 
Telephone: Liberty 2-6200 Teletype: BS 335 


NEW YORK CHICAGO 
PHILADELPHIA SAN FRANCISCO 


New England Branches: 
Lowell - New Bedford - Newport - Providence - Springfield - Taunton 
































Investment Bonds and Stocks 


Securities of the United States Government 
and its Instrumentalities 


State, Municipal and Revenue Securities 


Bonds, Preferred and Common Stocks of Industrial, 
Public Utility and Railroad Corporations 


Bank and Insurance Company Stocks 
Bankers’ Acceptances 


Securities of the International Bank for 
Reconstruction and Development 


Canadian Bonds + Foreign Dollar Bonds 


Underwriter + Distributor + Dealer 


New York Boston PittsBURGH CuHicaco 


PHILADELPHIA CLEVELAND San Francisco 
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Cecrge Cunningham, George W. Cunningham & Co., Westfield, N. J.; Joseph Rinaldi, Lerner & Ca.; 
Lloyd Clearihue, A. E. Ames & Cc., Incorporated; Tony Ca‘aara, R. W. Presspri-h & Ca. 


Jim McFarland, Hecker & Co., Philadelphia; Frank Breen, Schirmer, Athertcn & Co., B-sten; Carroil 
Williams, Laird, Bissell & Meeds, New York; Alan R. Hart, Schirmer, Atherton & Co., 33s‘%on 


John Hudson, Thayer, Baker & Co., Philadelphia; Gilbert Lothrop, W. E. Hutton & Cc., Bss‘on; 
William H. Rybeck, William H. Rybeck & Company, Meriden, Conn.; Guy R. Hogarth, 
Edward M. Bradley & Co., Inc., New Haven 


Jim McAtee, Butcher & Sherrerd, Philadelphia; Fred Carter, DeHaven & Townsend, Crouter & 
Ecdine, Philadelphia; Bud Lewis, Weeden & Co., Boston; Ed Knob, Drexel & Co., Philadelph‘: 


Joe Titolo, Harris, Upham & Co., New York City; Lowell Warren, Dominion Securities Corporation, 
Boston; Walter Eagan, Harris, Upham & Co., Boston; Barney Nieman, Carl Marks & Co., Inc., N. Y 
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TEXTILES 
DEALERS... INDUSTRIALS 
PUBLIC UTILITIES 
BANKS 
INSURANCE 





Joe Buonomo, F. L. Putnam & Co., Inc.; Mark Means, F. L. Putnam & Co., Inc.; John D’Arcy, 
F. L. Putnam & Co., Inc.; James Concagh, Nesbitt, Thomson and Company, Inc., New York = 
Telephone 
LA fayette 3-0460 Dealers in Unlisted Securities 
Established 1908 
Cable Address 


“Tockin” 53 STATE STREET 
BOSTON 9, MASS. 























PRIMARY MARKETS 


UTILITY and INDUSTRIAL STOCKS 
NEW ENGLAND SECURITIES 





BOSTON CORRESPONDENT 


biel ih A. M. KIDDER & CO., NEW YORK 
James E. Sullivan, Baldwin, White & Co., Bosten; F. E. Maguire, Stroud & Company, Incorporated, 
Philadelphia; Jack Jossem, Mitchell & Company, New York City; Bill Thompson, Carr & Thompson, 
Inc., Boston; Frank Walters, Cosgrcve, Miller & Whitehead, New York 





for 


BANK and INSURANCE STOCKS 


J. B. MAGUIRE & CO., INC. 


31 Milk Street, Boston 9, Massachusetts 


Open-end Telephone Wire to New York 
New York—CAnal 6-1613 Bell System Teletype—BS 142 
Boston—HUbbard 2-5500 


Providence, R. 1.—Enterprise 2904 Portland, Maine—Enterprise 2904 
Hartford, Conn.—Enterprise 6800 























David May, May & Gannon, Inc.; Lewis D. McDowell, Chas. A. Day & Co., Inc.; John McCue, 
ay & Gannon, Inc.; Irving Le Beau, May & Gannon, Inc. 
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| Underwriters and Distributors 
Industrial, Public Utility and 
Railroad Securities 


Municipal Bonds 
1) Bank and Insurance Stocks 


Unlisted Securities 


LAIRD, BISSELL & MEEDS 


MEMBERS NEW YORK AND AMERICAN STOCK EXCHANGES 
120 BROADWAY, NEW YORK 5, N. Y. 
Telephone BArclay 7-3500 Bell Teletype NY 1-1248-49 


DU PONT BUILDING PHILADELPHIA NATIONAL BANK BLDG. 
WILMINGTON, DEL PHILADELPHIA, PA. 





160 W. BROADWAY 
SALEM, N. J 


BASEL 
SWITZERLAND 


44 WHITNEY AVE 
NEW HAVEN, CONN 


























Your Doorway to trading markets in 


NEW ENGLAND SECURITIES 


31 MILK STREET, BOSTON 9, MASS. 
Telephone HAncock 6-8200 
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Hal Murphy, Commercial & Financial Chronicle, New York; Wilfred N. Day, Chas. A. Day & Co., Inc.; 
Don Homsey, du Pont, Homsey & Company; Arthur Engdahl, Goldman, Sachs & Co 


SLVAVKN xy 
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Bsa ancans 





William Kumm, Coggeshall & Hicks, New York; Timothy Murphy, Chace, Whiteside, West & Winslow, 
Inc.; James B. Maguire, J. B. Maguire & Cc., Inc.; Bab Greene, Stroud & Company, 
Incorporated, Philadelphia 








“Duke” Hunter, Wellington Hunter Associates, Jersey City, N. J.; 


Joe Monahan, J. A. Hogle & Co., 
New York; Maurice Hart, 


New York Hanseatic Corporation, New York; Jim Traviss, 


Goldman, Sachs & Co., New York 











NESBITT, THOMSON AND COMPANY, INC. 


25 Broad Street, New York City 4 140 Federal Street, Boston 10 
Telephone HAnover 2-8875 Telephone HAncock 6-3355 
Teletype NY 1-4358 


Dealers in 
Canadian Government, Municipal 
Public Utility & Industrial Issues 





Orders executed for Financial Institutions on all Canadian 


Stock Exchanges or at net New York prices 





Affiliated with 


NESBITT, THOMSON AND COMPANY 


Limited 
AND 


NESBITT, THOMSON & CO. 


MEMBERS 
MONTREAL STOCK EXCHANGE 
TORONTO STOCK EXCHANGE 
CANADIAN STOCK EXCHANGE 


MONTREAL QUEBEC TORONTO OTTAWA HAMILTON LONDON, ONT. KITCHENER 
WINNIPEG REGINA SASKATOON CALGARY EDMONTON LETHBRIDGE 


VANCOUVER VICTORIA SAINT JOHN, N.B. FREDERICTON MONCTON 





Wilfred Conary, 
Providence, R. I.; Joe Carew, Hanrahan 
@& Co., Worcester, Mass. 


G. H. Walker & Co.. 
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Carl Wells, Paine, Webber, Jackson & Curtis; Ray Coppens, Blair & Co., In- 
corporated; Alex Moore, New York Hanseatic Corporation; John Mathis, 
Estabrook & Co. 





Leo Newman, American Securities Corporation, Boston; Lou Walker, National Quotation Bureau, 
New York; Leon Dorfman, Goldman, Sachs & Co., New York; John Meyers, 
Gordon Graves & Co., Inc., New York 


UNDERWRITERS, BROKERS and DEALERS 





distributing 
CORPORATE and MUNICIPAL SECURITIES 


since 1886 


W. E. HUTTON & CO. 


Members New York Stock Exchange 
and other leading exchanges 


James J. Lynch, Paul D. Sheeline & Co.; Pau! D. Sheeline, Paul D. Sheeline & Co.; Ralph Dimpel, a fl a INCINNAT 
Seligman, Lubetkin & Co., New York; Dick Corbin, Blyth & Co., Inc., Boston . NEW YORK CINCINNATI 


Philadelphia Baltimore Boston 
Burlington, Vt. Columbus, O. Dayton, O. Easton, Pa. Hartford, Conn. 
Lewiston, Me. Lexington, Ky. Biddeford, Me. Portland, Me. 








Primary Markets 
INSTITUTIONAL SECURITIES 


U. S. Governments Municipals Public Utilities 
Industrials Railroads Equipment Trusts 


Arthur Murphy, A. C. Allyn & Company, Incorporated; Frank Ronan, New York Hanseatic Corpora- Canadians Preferred Stocks 
tion, New York; Walter Saunders, Dominion Securities Corporation, New York; 

Fred McVey, Childs, Jeffries & Thorndike, Inc. ' > 

Bank Acceptances Finance Paper 


SALOMON Bros. & HuTzLer 
Members New York Stock Exchange 
S1xTyY WALL STREET. NEw York 5. N.Y, 
Boston Philadelphia Cleveland Chicago 
San Francisco Dallas West Palm Beach 























F.S. MOSELEY & CO. 


Harold Vaughan, Doremus & Co.; Wilfred N. Perham, Townsend, Dabney & Tyson; Jim McCormick, ; ESTABLISHED 1879 
Jr., A. C. Allyn & Company, Incorporated; Charles Callow, Frederick C. Adams & Co. 


MEMBERS 
New York Stock Exchange American Stock Exchange 
Boston Stock Exchange Midwest Stock Exchange 





Underwriters and Distributors of 


CORPORATE ann MUNICIPAL 


SECURITIES 
COMMERCIAL PAPER 


BOSTON + NEW YORK + CHICAGO + INDIANAPOLIS + WORCESTER 
SPRINGFIELD + PHILADELPHIA 


Calvin Clayton, Clayton Securities Corporation; Sumner Wolley, Coffin & Burr, Incorporated; Tom 
Brown, W. E. Hutton & Co., New York; Jack Putnam, W. E. Hutton & Co., Boston 
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Television & Radio Broadcasting Corp. 
WJDA WESX 


Quincy Salem 


Bought — Sold — Quoted 
(Current Market %-1') 


JACKSON & COMPANY, INC. 


31 MILK ST. BOSTON 9, MASS. 














WHITE, WELD & CO. 


Members of the New York Stock Exchange 
111 Devonshire Street, Boston 9 





We maintain active markets 


in securities of 


Natural Gas Companies 








New York Chicago Philadelphia 

Los Angeles San Francisco New Haven 

Hagerstown Minneapolis Winchester 
London Amsterdam 























TTOWNSEND, DABNEY AND TYSON 
ESTABLISHED 1887 
Members New York and Boston Stock Exchanges 
Associate Members American Stock Exchange 


30 STATE STREET, BOSTON 5 


Dealers in 


New England 
Corporate and Municipal 
Securities 


New York Telephone CAnal 6-1540 


Teletype BS-346 for Trading Dept. BS-430 for Municipal Dept. 


Branches: 
Portland, Me. Lewiston, Me. Augusta, Me. Bangor, Me. Fitchburg, Mass. 
Greenfield, Mass. Lawrence, Mass. Keene, N. H. Manchester, N. H. 



























New England Markets 


Underwriters and Distributors 
* * 
Secondary Distributions 
* * 
Banks and Insurance Stocks 
Industrials — Utilities 


Inactive Securities 


F. L. PUTNAM & COMPANY, .NC. 


Member Boston Stock Exchange 


77 Franklin Street, Boston 10, Mass. 
Tel. Liberty 2-2340 Teletype BS 497 


525 Hospital Trust Bldg., Providence, R. I. 
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William E. Creamer, Schirmer, Atherton & Co.; Ed Beakey, 
Eddy Brothers & Co., Hartford 





Rex Stevenson, Nesbitt, Thomson and Company, 
New York; Carl K. Ross, Carl K. Ross & Co., ‘ 
Portland, Maine; Eugene Hussey, First Boston Corporation 


Inc., 
Inc.; 














Herman Keller, Norten Keller, and Harvey Keller, 
Keller Brothers Securities Co. 





Russell Potter, Arthur W. Wood Company; Joe Lombard, 
Salomon Bros. & Hutzler; Kenneth French, 
Salomon Bros. & Hutzler 














































Robert B. Flemming, Weston W. Adams & Co.; Robert 
Polleys, Josephthal & Co.; Speed Hughes, Clayton 


Securities Corporation 








Swift, Kidder, Peabody & Co.; Walter Austin, 
Weta Pekaly & Co.; C. A. B. Boss, Broad Street 
Sales Corporation 



































Lester Doucet, Salomon Bros. & Hutzler; Ollie Sughrue, 
Salomon Bros. & Hutzler; James H. 


J. H, Goddard & Co, Inc, 


Goddard, 












Dayton Haigney, Dayton Haigney & Co., Inc., Boston 
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Carroll Williams, Laird, Bissell & Meeds, New York; 

Burt Whitcomb, Harriman Ripley & Co., Incorporated; 

Barney Bernard, Schirmer, Atherton & Co.; Wallace Mo2s- 
sop, Barrett & Company, Providence, R. I. 


Jim Jones, Joseph McManus & Co., New York; Bob Paync, 
Bache & Co., New York; Jim Mundy, Stroud & Company, 
Incorporated, Philadelphia 


Frank Mullin, White, Weld & Co., Boston; Wally Runyan, 
Hemphill, Noyes & Co., Philadelphia; Bob Albertson, 
Hemphill, Noyes & Co., New York; Clive Fazio.i, 
White, Wed & Cc., Bostcn 


Frank Harrington, H. D. Knox & Co., Inc.; Phillip Kend- 
rick, Securities & Exchange Commission; Ed Kelly, 
Carl M. Lceb, Rhoades & Co., New York 


Crandon Leahy, National Quctation Bureau, Boston; Chas. O’Brien Murphy III, Pearson, Murphy & 
Co., Inc., New York; Sam Kennedy, Yarnall, Biddle & Co., Philadelphia; Jim Moynihan, J. B. Maguire 
& Co., Inc., Boston; Jack Carothers, H. M. Byllesby and Company, Incorporated, Philadelphia 


W. E. Hutton & Co., New York; 


Joe Smith, Newburger & Co., Philadelphia; Abe 


Sam Colwell, 
Strauss, Strauss, Ginberg & Co., Inc., New York; Sol Bass, Bear, Stearns & Co., New York 








Pubco Development Co. Inc. 





Report on request 


HODGDON & Co. 


10 State Street, Boston 9, Mass. 
Bell System Teletype BS 849 





Telephone CApitol 7-4235 








PORE ON SET Sa 0 ESI SEAS 


Underwriters, Dealers and Brokers 


Corporate Bonds 


State and Municipal 
and Stocks 


Bonds 





Retatl Distribution in New England 





Chace, Whiteside, West & Winslow 


INCORPORATED 
24 Federal Street, Boston 10 
Phoenix Bank Bldg., Providence 3 


N. Y. C. Phone: WOrth 4-1363 Bell System Teletype: BS 282 


PERDIDO PER SIT FREAKS OR. 














RHODE ISLAND SECURITIES 


Our Trading Department Invites Your Inquiries 


On All Rhode Island Securities 





Open-end Phone to Boston — LAfayette 3-0610 








G. H. WALKER & Co. 


ESTABLISHED 1900 
MEMBERS 
NEW YORK & MIDWEST STOCK EXCHANGES 
AMERICAN STOCK EXCHANGE (ASSOC.) 


15 WESTMINSTER ST. PROVIDENCE 3, R. lI. 
TELEPHONE UNION 1-4000 BELL TELETYPE PR 43 


DIRECT PRIVATE WIRES TO 
NEW YORK, ST. LOUIS, PAWTUCKET, BRIDGEPORT, HARTFORD, 
WATERBURY, AND WHITE PLAINS OFFICES 








Dealers and Brokers in 


General Market Issues 
Specializing in 
New England Securities 


CARR & THOMPSON, INC. 
31 MILK STREET 
BOSTON 9, MASS. 


BOSTON NEW YORK 
HUbbard 2-6442 WHitehall 3-7600 


Bell System Teletype BS 328 | 









































Specializing in 
NEW ENGLAND BANK STOCKS 
New Hampshire 
Massachusetts 


Firm Markets 


Power Condenser & Electronics Corp. 
Dynaseal Lighting Corp. 
Cinerama, Inc. Reeves Soundcraft 


Eastern Gas & Fuel 


PAUL D. SHEELINE & CoO. 


31 MILK STREET, BOSTON 9, MASS. 
Teletype BS 51 





Maine 
Vermont 




















Telephone HAncock 6-0170 























NEW VIEWS ON 


RIVERSIDE CEMENT 


CLASS B COMMON STOCK 


On request we will send you an analysis showing why 


this stock offers an excellent opportunity for capital gains. 


LERNER & CO. 


10 Post Office Square, Boston 9, Mass. 
Teletype 


Telephone 
BS 69 


HUbbard 2-1990 














Incorporated 1915 


ARTHUR W. WOOD COMPANY 


We have a continuing interest and invite your inquiries in— 


Dennison Mfg. Co. Com. & 8% Deb. 
Eastern Utilities Associates 
Haverhill Gas Co. 

Lowell Electric Light Corp. 
Ludlow Manufacturing & Sales Co. 
New England Electric System 
Towle Manufacturing Co. 

Western Massachusetts Cos. 


19 CONGRESS ST. BOSTON 9, MASS. 
Telephone LAfayette 3-0810 Teletype BS 1059 





WLLL LLL LLL LLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLL LLL LL LLL LLL 








The Commercial and 


ys 


Tucker, Anthony & Co.; 
Tabor, New Bedford; Pete 
Jackson & Company, Inc. 


Bob Ingalls, 
Tripp 


Harry Crockett, Coffin & Burr, Incorporated; Jerry In- 
galls, Coffin & Burr, Incorporated; Arthur Engdahl, 


Goldman, Sachs & Co. 


Vic Mosley, Stroud & Company, Sepemerenet.. Philadel- 
o. 


phia; Stanley Jackson, Estabrook & 


Elliot Tabor, 
Munn, 
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Jim Kelly, Shearson, Hammill & Co., Springfield; Bob 
Calvert, Schirmer, Atherton & Co., Hartford; Aaron 
Cook, Putnam & Co., Hartford 


RRRWVNOKY 


SEERA aeNNS 


Emil Kumin, Estabrook & Co., Boston; Herbert Gesell, 
Kugel, Stone & Co., Inc., New York; Fred Moore, 
New York Hanseatic Corporation, Boston 


Vernon Hall, W. E. Hutton & Co.; Gilbert Lothrop, 
W. E. Hutton & Co. 











CLAYTON UNDERWRITERS 


SECURITIES 
CORPORATION __DEALERS 


: nas PRIMARY TRADING 
MEN URS 
mapgeanell MARKETS 
MIDWEST STOCK EXCHANGE || emeieh 
Direct Telephone 
to New York 
WHitehall 4-6437 


79 MILK STREET, 
BOSTON 9, MASS. 


HUbbard 2-6065 
Teletype BS-30 


Portland Wellesley 
WZLLLLLLLL LL LLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLILLLLLLLILLLLLLLLLLLL LLL LLL LLL, 


Ca 


{> 
KELLER BROTHERS 
a ecrwrities CO. 


and to 


G. A. Saxton & Co., N. Y. 








ZERO COURT STREET 
BOSTON 9, MASS. 


TELEPHONE RICHMOND 2-2530 
TELETYPE BS 630 











DISTRIBUTORS Specialists in 


OVER-THE- 
COUNTER 
SECURITIES 





Coffin & Burr 


Founded 1898 


Trading Markets in 
NEW ENGLAND SECURITIES 


BOSTON 
NEW YORK PORTLAND HARTFORD BANGOR 


MEM BERS 
Boston Stock ExcHANGE Mipwest Srock ExcHancr 


AMERICAN Srock ExcHaNGE (ASSOCIATE) 




















H. D. KNOX & CO. 


INC. 
Members 
New York Security Dealers Ass'n 


27 STATE STREET 
BOSTON 9 


Telephone CApitol 7-8950 
Bell System Teletype BS 169 


DIRECT WIRE BETWEEN OFFICES 
11 BROADWAY 
NEW YORK 4 


Telephone Digby 4-1388 
Bell System Teletype NY 1-86 





DAYTON HAIGNEY & CO.. Inc. 


DIRECT NEW YORK-BOSTON TELEPHONE 
WORTH 4-2463 


75 FEDERAL STREET, BOSTON 10 
Bell System Teletype BS 596 
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Continued from page 3 


The SEC and Financing 
Of Small Business 


shall be offered for sale in such State or Province con- 
currently with the offering pursuant to this regulation”’; 

This raised a storm of protest. The Commission’s 
attempt to dicate the market place that the issuer must 
choose met with strenuous opposition. 

Another anomaly was presented. In our 48 states 
regulation of the securities industry is varied and con- 
stantly changing. There is no uniformity. Where local 
state requirements are contrary to those of the SEC, 
whose jurisdiction would be paramount? 

It was this dilemma, we believe, which impelled the 
Commission to abandon this proposal in Regulation A 
offerings. 

However, the last proposed revision retains this ob- 
jectionable requirement in relation to issuers who conduct 
or propose to conduct their principal place of business 
operations in Canada (Reg “D’’). 


These must qualify or make eligible their securities 
in the Province in which such operations are or will be 
conducted, which securities must be offered in such Prov- 
ince concurrently with the offering in the United States. 


That the argument of jurisdictional disparity applies 
even more potently here, is clear from the differences 
that arose between the SEC and at least one Canadian 
Province on the interpretation of our extradition treaty 
as it relates to violation of our securities laws. 


Equally true is it that there is no more justification 
for dictating the market place of issuers under Reg ‘“D” 
than there is under Reg “A.” 


The Commission, however, goes blithely on its way, 
seeking, as it repeatedly has, more and extended powers 
to do more useless work, when, if it stuck to its last, 
it would increasingly be, as it now is, considerably over- 
manned. This is more imprudent waste of public money 
by an administrative agency which was created to operate 
in the public interest. 


The earlier release stated: i 


“Provision would have to be made, by escrow or 
otherwise to assure the return to subscribers of the money 
paid in unless at least 85% of the total offering is sold 
and paid for within six months after the commencement 
of the offering.” 


The latest provision is that the offering circular shall 
contain “ ...a representation by the issuer and the prin- 
cipal underwriters that none of such securities will be 
issued and that 85% of all funds paid in by subscribers 
for the securities sold hereunder will be returned to them 
unless six months after the commencement of the offer- 
ing 50‘: of the securities originally proposed to be of- 
fered and sold hereunder has been sold and paid for in 
cash, and ... a description of the arrangements made for 
the holding and return of such funds.” 

The first recommendation called for a return of 100% 
of money paid by investors for all subscriptions if 85% 
was not sold in six months; the last-calls for a return of 
85% of such money paid for subscriptions if 50% of the 
issue is not sold in six months. 


There is something diabolical about both these pro- 
posals, and we wonder whether the SEC hasn’t deliber- 
ately set out to over-ride Congress, and through its rule 
making to completely emasculate and abolish small busi- 
ness issues, this, in effect, repealing the law relating 
thereto. 


First of all, when a man buys stock he wants it 
delivered, whether or not he is called a “subscriber.” 
What does the SEC mean by “... none of such securities 
will be issued ... ?’ Will the purchaser wait six months 
or any substantial fraction thereof? He will not! He 
wants his quid pro quo and wants it on the line. 


Then as to the issuer. He wants his money as soon 
as he can get it. Customarily he receives his share as 
the securities are being sold. His very existence may 
depend on it. A long wait such as six months may defeat 
the very purpose of the offering and render the issuer 
bankrupt. This is assuming he could get an underwriter 
in the first instance. 

But could he? Any broker-dealer would have to be 
a moron to sign an underwriting agreement containing 
these provisions which the SEC envisages. After all he 
is not a clairvoyant; yet, if the stock market turned 





unpropitious and investor apathy developed as a conse- 
quence or for some other unforeseen causes, the under- 
writer on a best efforts contract would find that he vir- 
tually had joined in a firm commitment to make a refund 
to the public. 


The SEC, in its omnipotence, is now trying to pre- 
vent the public from speculating. By what authority, we 
ask? When we realize that the growth of this great coun- 
try of ours was considerably aided by speculation, that 
many of the early speculative issues are the blue chips of 
today, we are led to wonder whether the Commission is 
not doing us incalculable harm as a nation. 


We are particularly troubled by the ability of the 
SEC to nullify acts of Congress, as it is here seeking to 
do. Fortunately there are alert statesmen in our Congress 
who are alive to this possibility and, we hope, will not 
let it go unchallenged. They will not permit to be undone 
by the Commission what our legislators have done for 
small business. 

Much more could be said about the lack of vision 
and understanding behind these releases, but then our 
analysis would have to become quite technical. 


The deluge of releases pertaining to new rules or 
proposed new rules intended to enlarge the Commission’s 
powers, will continue so long as SEC Commissioners re- 
gard their functions merely in the light of a temporary 
stepping stone to more lucrative jobs, and permit them- 
selves to be easily indoctrinated by an unrealistic and 
over-staffed personnel. 
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INDUSTRIAL PAINTS 

CHEMICAL 

COATINGS 
26.5% 


(967) 3E . 


Allen & Go. Arranges. 
Teleregister Financing 


The Teleregister Corp., of 
Stamford, Conn., a subsidiary of 
Ogden Corp., has arranged to bor- 
row $11,000,000 from the Mutual 
Life Insurance Co. of New York 
and the Irving Trust Co. Allen 
& Co. negotiated the financing. 

Of the total, $5,000,000 will be 
in the form of long-term loans 
from Mutual Life Insurance Co. 
of New York, secured by collat- 
eral trust bonds and $6,000,000 
will be a revolving credit with 
Irving Trust Co. 

The proceeds will be used ta 
finance electronic data-handling 
systems and other manufacturing 
operations. 


A manufacturer of electronic 
stock quotation boards, Telereg— 
ister also manufactures machines 
processing reservations for air- 
lines- and railroads. 


Now Cleek-Tindell Co. 


SPOKANE, Wash.—Cleek-Tin- 
dell Co., Inc. has been formed 
with offices in the Paulsen Build- 
ing to continue the investment 


business of M. A. Cleek. Officers 
ere Melson A. Cleek, President; 
H. M. Cleek, Secretary and Treas— 
urer; and Jack R. Tindell Vice- 
President. 





CEMENT, LIME AND 
CONSTRUCTION 
MATERIALS 


RESINS, ADHESIVES, 
METAL POWDERS AND 











1951 1952 1953 1954 1955 














A Copy of the 1955 Annual Report 
of American-Marietta Company will be 


sent on request. Address Dept. 9 
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AMERICAN-MARIETTA COMPAN 


101 EAST ONTARIO STREET, CHICAGO 11, ILLINOIS ¢ 
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Bank and Insurance Stocks 


By ARTHUR B. WALLACE 




















' Continental Casualty Company 


Business was started by Continental Casualty Company, as 
Continental Assurance Company, in 1897 under Indiana law; but 
its domicile was changed to Illinois in 1948. The title was changed 
to the present name in 1900. Capital at the start was a modest 
$100,000. with surplus at $60,000. Numerous capital increases were 
made to help finance the company’s expanding business, some by 
the sale of new stock via subscription rights; others were stock 
dividends. Those for the past decade were: 

1947—Rights to subscribe at $40 for one new share for five 

held. 

1950—Stock dividend of 25%. 

1952—-Stock dividend of 33143%. 

1954—Two-for-one split, bringing the outstanding shares to 

2,000,000, par $5. 

The charter was revised in 1950 to permit multiple line writ- 
ing, as it had been an accident and health specialty writer. Net 
premium volume increased from $16,700,000 in 1929 to $161,300,000 
in 1955, putting Continental into 12th place among the stock 
groups. This large gain was tne result of aggressive underwriting 
policies and the company’s leadership in new types of writings. Its 
accident and health lines, including group and hospital and medi- 
cal, account for about 58% of total premium volume; and the 
company is ranked among the leaders in these underwritings. 

Its affiliates are Continental Assurance, a life writer in which 
Continental Casualty’s interest is approximately 36%; Transporta- 
tion Insurance, 100% owned; and United States Life, about 51% 
owned. Continental Assurance also holds an interest of some 24% 
in United States Life. Continental Casualty at the end of 1954 
carried these holdings at approximately $17,300,000, subsequent 
to which it paid a stock dividend in Continental Assurance shares 
of one for each 100 of Continental Casualty held. if the life com- 
pany’s stock held by the parent were to be priced at the present 
market, it would give the holding a valuation of over $84,000,000, 
or more than $37 per share cf the casualty company’s stock. 

Continental Casualty is licensed to do business in all states, 
District of Columbia, Canada. Its agency plant consists of nearly 
23,000. 

Allocation of net premiums written, at the end of 1954 showed 
Auto Liability, 10%; Accident Only 5%; Accident and Health, 
15%; Hospital and Medical, 12%; Group Accident and Health, 
26%; Workmen’s Compensation, 8%; Liability, Other than Auto, 
4%; Auto Property Damage, 6%; Auto Physical Damage, 4%; 
Surety, 2%; Miscellaneous 8%. The company’s geographical dis- 
tribution of its writings is widespread, the volume in New York 

“State, the largest in 1954, constituting about 14% of total direct 
premiums. 

Continental has reported an underwriting profit margin in 
each year for 20 years, an unusually favorable showing even for 
a top grade underwriter. Another outstanding performance was 
that in 1954 every one of the company’s 12 major lines of busi- 
ness turned in a profit. This was one of the years of serious 
losses in extended coverage; but this category was one of the 
minor writings, Continental Casualty not having gone heavily 
into it. 

At the end of 1954, the latest full report available, the com- 
pany’s assets were broken down as follows: 


United States Government Obligations__________ 23.1% 
I a a0 
State, County, Municipal Bonds______-__________ 29.6 
RARE RRR a ae RR RT OE 0.3 
a nee 0.9 
See TORS fe 0.1 
gC a 1.1 
Miscellaneous Preferreds ._...._.__.________._____ 1.7 
asteneee eemnmon. Sti 3.3 
Railroad Common Stocks___.-_-___.____________ 0.7 
RR eae 0.6 
i? gee yf PE 
Miscellaneous Common Stocks___________.______ 13.0 


Real Estate, Cash, Agent’s Balances and Miscellaneous Assets 
make up the remainder. 


All categories of bonds, above, account for 56.4% of assets. 
This is in keeping with the nature of the casuaity business needs. 
Whereas a fire company’s loss is speedily determined by the ad- 


justers, this is not possible in casualty losses as these relate, 





New Study on 


Christiana 
Securities Co. 


Bulletin on Request 


Laird, Bissell & Meeds 


Members New York Stock Exchange 
Members American Stock Exchange 
120 BROADWAY, NEW YORK 5, N. ¥. 
Telephone: BArclay 7-3500 

Bell Teletype—NY 1-1248-49 
(L. A. Gibbs, Manager Trading Dept.) 


Specialists in Bank Stocks 


NATIONAL BANK 
of INDIA, LIMITED 


Bankers to the Government in 
Kenya Colony and Uganda 
Head Office: 26 Bishopsgate, 
London, E. C. 2. 

West End (London) Branch: 
13, St. James’s Square, S. W. 1. 
Branches in India, Pakistan, Ceylon, 
Burma, Aden, Kenya, Tanganyika, 
Uganda, Zanzibar, and Somali- 
land Protectorate. 
Authorized Capital____£4,562,500 
Paid-Up Capital______ £2,851,562 
Reserve Fund________ £3,104,687 
The Bank conducts every description of 
banking and exchange business. 
Trusteeships and Executorships 
also undertaken 
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mainly, to persons, and frequently require hospitalization, medical 


treatments, etc., the cost of whic 


h may ge on for long periods. 


10-Year Statistical Record—Per Share* 


Liquid Aaj. Und. Invest 


Value Profit Income 
cc $22.17 $1.58 $0.78 
a 22.99 1.40 0.97 
| ere 21.71 1.77 0.89 
 Mepeegee 21.70 3.17 1.03 
| ree 26.07 2.99 1.20 
Se 30.69 2.02 1.47 
) —_—_—_ 33.30 1.24 1.75 
a 36.35 2.34 1.95 
IGOS <= cue 39.47 4.90 2.30 

‘ 52.91 6.81 2.68 


and for two-for-one spiit im 1954; and 


*Adjusted throughout for stock dividends of 25” 


Federal Net Price Rang? 
Taxes Earn. Div. High Low 
$0.46 $1.90 $0.60 17% 13% 
0.57 1.79 069 19% 12% 

0.78 189 060 16 13% 

126 295 069 17% 14% 

103 3.16 0.75 19% 14% 

100 248 0.87 26% 16% 

0.76 2.22 094 26% 22% 

159 2.70 094 41% 23% 

3.18 4.03 1.25 48% 36% 

3.63 5.86 1.337 93 5212 

in 1950 and 3344 in 1°52, 


as to liquidating value for issuance of 


new stock via rights in 1947: No adjustment made for contingent Federal i..come 


tax liability on unrealized equities. 
+Also a 1’~ stock dividend, paid in 


shares of Continental Assuranc>. 


The more rapid growth of Continental Casualty stock market- 
wise took place after the acquisition in 1952 of its interest in 


United States Life. 
standing possibilities. 


The latter stock is considered to have out- 


In April a shareholders’ meeting will be asked to authorize an 


increase in the company’s stock 


outstanding to permit the pay- 


ment of a 25% stock dividend. Continental Assurance holders are 
to meet in April, too, to authorize a stock dividend of three new 
shares for each 13 held (approximately 23%). 

Except for the year 1933, dividends have been paid uninter- 
ruptedly since 1906. The shares are on a $1.40 annual basis, and 
as this is only about a 52% pay-out related to invesiment income, 
a continuation of the rate on the new capitalization after the 


25% stock dividend is a logical 


Liquidating value, as noted 


expectation. 
above in the statistical record, 


increased 175% in the decade: net earnings 208%: dividend about 


120%. 
rate of $4.21 a share. 
was 6.3% to the end of 1954. 


The gain to the stockholder was $42.13, or at an annual 
The 10-year underwriting profit margin 


The stock ranks among the top grades in the insurance in- 


dustry. 
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Mobilization of the Atom 
For Peace and War 


by a military course — and with 
unchecked force —into economic 
channels. In China, in “Afghanis- 
tan, in Pakistan, in Malaya, and 
most of all in India—the Soviet 
economic war has scored notable 
and frightening advances. The of- 
fensive is now turning toward 
Turkey and Pakistan with com- 
pelling economic enticements and 
calculated psychological incite- 
ments to hatred and violence. 

To mature citizens, the signs of 
this new and most Machiave'lian 
aggression should now be clear. 

The largely agrarian, underde- 
veloped nations which make up 
three-fourths of the world’s popu- 
lation of virtue of their immense, 
unused resource—both human ard 
material are of unestimable 
value to the Soviet in either hot 
or cold war. Many of these na- 
tions have just recently won in- 
dependence in the breakup of the 
old colonial systems. All are 
highly nationalistic, impatient for 
those material advantages that 
will overcome their urgent prob- 
lems of low productivity, low liv- 
ing standards and over population. 
All, for better or for worse, are 
advocating rapid industrialization 
as the best means of developing 
their latent resources, so that their 
people may achieve a measure of 
relief from the endless circle of 
bare subsistence. 

The United States has long ap- 
preciated the plight of the under- 
developed nations. Through the 
investment of billions of dollars 
and through various aid pro- 
grams, the American people have 
sought to help as a matter of 
practical necessity and as a moral 
obligation. Although success has 
been charted, notably in Europe, 
our efforts have been largely in- 
adequate in the critical under- 
developed nations of Asia, Africa 
and the Middle East. Indeed, in 
many of these areas our aid pro- 
grams, instead of gaining us 
friends, have earned instead em- 
ity and _ suspicion. Meanwhile, 
the Soviet Union, whose borders 
adjoin many of these nations, has 
maintained an incessant propa- 
ganda barrage, playing skillfully 
on old suspicions of colonialism, 


seemingly thwarted nationatist 
aspirations and actual unremit- 
ting poverty. The Russian prop- 
aganda campaign offers no real 
solution—nor in fact does it seek 
one. Poverty, turmoil, and dissen- 
tion in other nations are the dy- 
namics of disaster that serve the 
admitted aims of world com- 
munism. Masters in the arts of 
persuasion and the art of histori- 
cal distortion, the Soviet strate- 
gists have managed to convince 
millions of Asians that America is 
responsible for their social and 
economic distress. And in their 
emotional insecurity and _ inde- 
cision, conditioned by memories 
of the hated colonialism once 
identified with the west, the peo- 
ples of Asia are tempted to chance 
the unknown imperialism of the 
Soviets. 


Although the situation has long 
remained grave, little serious po- 
litical challenge was offered to 
our conventional aid policies un- 
til recently. Economic progress. in 
the underdeveloped nations may 
have been slow and fitful, and 
crises frequent, but in the absence 
of any aggressive Soviet economic 
intervention, there seemed to be 
sufficient time for traditional evo- 
lutionary development. 


In our foreign aid planning, how- 
ever, we appear-te have over- 
looked three crucial factors. 


First, we seem to have missed 
or ignored the consequences of 
our positive foreign military pol- 
icy in Europe and Southeast Asia. 
Relying on the strength of NATO 
in Europe and SEATO in Asia, 
and backed up by the power of 
nuclear weapons and a strategic 
air command, the West achieved 
a practical military balance of 
power which checked Soviet mil- 
itary expansion in all areas. With 
Soviet military ambitions halted 
by “positions of strength,” it was 
wholly logical that the Kremlin 
pursue its goals in the economic 
sphere. And the economic “soft- 
ness” of underdeveloped nations 
is the weak spot in the free 
world’s global defense structure. 
Indeed, it is quite in keeping with 
long-range Soviet planning that 


their leaders have long foreseen 
the eventual military stalemate 
and have had alternative pro- 
grams of social and economic ag- 
gression ready and waiting. Ex- 
amination of the psychological 
and sematic strategy and tactics 
of the Soviet over the past 10 
years indicates a calculated nur- 
turing of unrest in the underde- 
veloped nations in order to pre- 
pare the ground for full-scale 
economic offensives. 

Unsupported by an appealing 
and dynamic foreign economic 
policy, the very force of our sin- 
gle-phase military effort may 
well have put us off balance and 
out of position. Now that the 
Soviet leaders have seized the 
psychological initiative in Asia, 
we have, somewhat belatedly, be- 
gun the re-evaluation of our for- 
eign aid programs. Inability or 
unwillingness to imagine and to 
plan an end result, to deduce from 
it all possible consequences and 
to employ in an integrated pat- 
tern all military, economic, acd 
psychological means to attain it 
may have put us in very great 
peril. - 

The second crucial factor to 
which the free world may not 
have given sufficient weight is the 
enormous’ rate of industrial 
growth in the Soviet Union over 
the past 10 years. In short, when 
Russia initiated all-out economic 
war after the Geneva Conference, 
she appeared to be able, in rea- 
sonable measure, to back up her 
propaganda in the underdevel- 
oped nations with tangible goods 
and services. 

Third, and most important, is 
that our fereign aid policy has not 
as yet employed peaceful nuclear 
energy as a constructive force in 
meeting the Soviet challenge and 
in overcoming some of the most 
critical economic problems in the 
underdeveloped nations. Nor, a2- 
parently, have Americans reccg- 
nized the immense psycnologieal 
value cf atomic energy as a sym- 
bol of hope in these regions of 
the world. Signficantly, our ad- 
versaries have not been so re- 
luctant. Whether it be recognized 
as propaganda or not, the prom- 
ises of responsible Soviet leaders 
of large-scale atomic aid in Asia 
and in the Middle East have been 
effective. Should the Soviets ac- 
tually deliver, and there seems to 
be no practical reason to deny the 
possibility if it is in their inter- 
est, the forces of freedom may 
lose the economic war to the 
forces of aggression, and thus 
doom the world to communist 
cdomination—without a bomb ever 
being dropped. 

Last Nov. 9, in a speech here 
in New York, before the Society 
of Industrial Realtors, I pointed 
out that “we Americans not only 
know how to merchandise; we 
have, indeed, in this respect, no 
masters. We now possess also, in 
our development of peaceful 
atomic energy, what I consider to 
be not only the greatest product, 
but the greatest product symbol 
in the world. I propese that Amer- 
ican industry be permitted to aid 
as only it can in the marketing of 
that product and Of that symbot. 

“I respectfully suggest, there- 
fore, that the President of the 
United States, or his delegate, call 
the nation’s industrial, scientific, 
business and communication lead- 
ers to a White House Conference 
for the express purpose of formu- 
lating those specific marketing 
plans whereby the premise of in- 
dustrial atomic energy—of ‘atoms 
for peace’ may become a reality 
for the peoples of Asia, Africa and 
tne Midle East.” 

I should like, today, to renew 
that appeal to our President. 

The major problem of today, I 
think, lies in our need to under- 
stand that power for peace is not 
merely military power; it is also 
economic power. And that the 
greatest power for peace is the 
joint power of the military atom 
and the economic atom, combined 





and acting in combination as joint 
instruments of our foreign policy. 
The free world must mobilize for 
peace as it has mobilized for war 
in the past, and as it is now mo- 
bilizing for defense. What is 
needed is the binding concept of 
all-out defense in the deepest 
sense of the phrase—the massive 
deterrent principle broadened 
from its posture of passive or re- 
taliatory military ‘strength to an 
active and continuing campaign 
on social, economic and psycho- 
logical fronts. Faced with the 
realities of communism, we must 
maintain a positive lead in the 
destructive aspects of the atom 
but we must also unleash the 
creative power of atomic energy. 
Our atomic posture must be, I be- 
lieve, on the evidence presented, 
the upraised arm of military 
atomic power and the outstretched 
hand of eeonOmic atomic power. 
These together are power for 
peace. 

The word “peace” has not his- 
torically called forth the vigorous 
emotional response induced by 
the word “war,” nor has it excited 
that kind of national exertion 
which can perform industrial 
miracles. But that,-I submit, is 
because past programs for peace 
have been passive rather than 
dynamic, planless rather than 
planned. I cannot help but be im- 
pressed by the thought that a 
vast enduring peace might well 
be achieved if it were to be 
Planned for, as war has been 
planned for; if we had, to sup- 
port our President, the resources 
of a great general staff of scien- 
tific, political, social and economic 
geniuses devoted to contriving the 
master strategies and the master 
tactics of peace; if, to supplement 
our war colleges, we had peace 
colleges where men and women 
by the thousands might be trained 
in the economic, psychological 
and social arts of peace; if we had 
a mobilized force ready, willing 
and able to plan years ahead, to 
act, and to persevere for peace. 

I fear, however, we have been 
putting sOme “first” things second. 

We have constricted ourselves 
in the narrow philosophy of mas- 
sive military retaliation or of de- 
fensive war. We have not com- 
prehended the scope of thinking, 
planning and acting required to 
solve the problem of the aggres- 
sor, when his aggression is not 
merely military but is also social 
and economic. 

We must, it seems to me, form- 
ulate a dynamic, multiphase, cen- 
tury-long campaign for the es- 
tablishment of a world of law, 
order and justice based on a “sys- 
tems-concept”—in which military 
strategy, economic strategy, psy- 
chological strategy and scientific 
strategy are prime but integrated 


factors. In such a long-range 
planning, military _ readiness 
would be a vital factor — but it 


would be one of many instru- 
ments in the service of a program 
to establish and perpetually main- 
taina world of law and order and 
of justice. 

How, specifically, may our pow- 
ers for peace be mobilized? How 
specifically may the concept of 
national defense be enlarged io 
a concept of a crusade for peace? 
Not a foolish peace that blinds 
itself to the presence and the po- 
tency of evil. But rather a peace 
that supports both a thermonu- 
clear deterrent against the brutish 
ignorance of military aggression, 
and the mounting of a vast atomic 
attack on the social and economic 
imbalance which presently di- 
vides the world. 
~ Certainly, I have no all-inclu- 
sive answer to these difficult 
questions. I ‘suggest, however, as 
an approach that the problem is 
basically one of motivation, or- 
Zanization and control . and 
that the production experience of 
American industry may hold a 
clue to the solution. 

Let us examine for a moment 
certain new development in those 
industries concerned with our 
defense effort. The nature and 


direction of national defense has 
changed drastically over the past 
10 years. New weapons, such as 
supersonic aircraft, guided and 
ballistic missiles, and new devel- 
opments in explosive atomic en- 
ergy have placed colossal burdens 
on technology and on industrial 
management. So interrelated are 
the complexes of systems and 
components, so specialized are the 
skills needed to produce and inte- 
grate them, that only a very high- 
ly specialized form of organiza- 
tion can provide adequate direc- 
tion of the processes involved. 
The relatively simple production 
line concept and the one-project 
research and development effort 
of pre-World War II days are 
wholly unsuitable now. 

A high degree of objectivity, 
flexibility, coordination, commu- 
nication and control are indispen- 
sabie for the design and construc- 
tion of such radical products as 
a nuclear submarine, a supersonic 
bomber, or a ballistic missile. And 
these are best achieved not by a 
single-unit organization attempt- 
ing in itself the development, 
manufacture and assembly of the 
many necessary highly special- 
ized components, but by a plan- 
ned composite of separately man- 
aged industrial units, each sharing 
a part of the production respon- 


sibility; yet all assisted, guided; 


integrated and shaped into a per- 
fectly functioning organism by a 
centralized and objective policy 
and planning management’ com- 
plex. Thus, a maximum of effi- 
ciency results from each unit or 
division concentrating on its pri- 
mary product, while the steers- 
man function interconnected 
with operating functions through 
media or coordination, communi- 
cation and control can plan and 
coordinate ali etforts. 

Such presently changing con- 
cepts of management are, it seems 
to me, the industrial counterparts 
of the weapon’s system concept, 
or the responsibility for the com- 
bining of diverse men, personnel, 
machines and ideas toward a 
single end. There is nothing es- 
sentially new or radical in this 


approach, but its efficiency as a 


management technique is becom- 
ing abundantly manifest. 

And it is the purpose of these 
new torms of corporate and di- 
visional organization—these prod- 
uct -and-services systems — to 
serve both the military defense 
and the economic welfare of the 
nation and the free world. 


It seems wholly appropriate to 
extend this kind of systems think- 
ing to the all-out economic war 
which was declared on the free 
world last summer. We would 
then, it seems to me, be able to 
balance our military lead time 
with an equally vital economic 
lead time; and, strengthening our 
friends industrially, strengthen 
also our own economy, science 
and technology. 


Atomic power—not convention- 
al power—must be the matrix of 
our international economic plan- 
ning, even as it remains the core 
of our military planning. There is 
grave danger, it seems to me, in 
underestimating the immense psy- 
chological, humane and practical 
advantages of socio = economic 
atomic energy simply because ft is 
not generaHy competitive cost- 
wise with coal-oil power here in 
tne United States. Atomic power 
is competitive abroad and it is 
ideally suited to meet the needs 
of the underdeveloped nations. 


There exists literally a bound- 
jess export market for reactors 
and components® in underdevel- 
oped nations. And the competitive 
feature of atomic power means 
also that a large ‘share of the cost 
would be gladly borne by the cus- 
tomer. Any large scale industrial- 
ization of underdeveloped nations 


would, of coursé, develop addi- 
tional markets for all kinds of 
consumer goods and _= services, 


stimulating world trade and cer- 
tainly assisting “all branches of 
American industry. American 
science, technology and produc- 
tion skills would, likewise, be 
improved by being forced to keep 
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pace with the market demand. In 
addition, we could expect to se- 
cure, it seems to me a much- 
needed impetus in reactor design 
and technology which would be 
of vast benefit to our economy 
and to our defense efforts. 

In an address before the World 
Symposium on Solar Energy two 
months ago, I proposed a mul- 
tilateral, multipurpose program 
which envisaged the _ establish- 
ment of a World Energy Com- 
munity. Such a community would 
be essentially a partnership be- 
tween the various free govern- 
ments and their respective indus- 
tries to promote and to utilize the 
completely free and independent 
exchange, on a “need to have” 
basis, of the most advanced power 
sources — solar energy, atomic 
power, and perhaps, eventually, 
fusion power. 

This program, if implemented, 
would be an economic example of 
the systems concept in action. 
The concept of balancing the 
world’s needs with the world’s re- 
sources—of deterring or immobil- 
izing or excising the war cancer 
—would stimulate the interrela- 
tion and interaction of the whole 
and its constituent parts, would 
serve as the coordinating agent in 
mobilizing resources, men and 
ideas. The needs of each free na- 
tion, therefore, would be set forth 
by the logic of its present stage 
of @conomic development and by 
‘tthe image or projection of its 
future structure and function. 

For some two years I have pre- 
sumed to urge these rather lonely 
views on the government and on 
industry. I note now with grati- 
fication that the recently pub- 
lished Report on the Impact of the 
Peaceful Uses of Atomic Energy 
confirms and supports these con- 
tentions. American industry, how- 
ever, has not as yet responded to 
the challenge. 

Yet, all the elements are pres- 
ent for American industry and 
government to initiate and direct 
a free world mobilization of 
atomic power for peace. The free 
nations, together, still’ have the 


most efficient and comprehensive 


production plant in the world. 
They still possess a qualitative 
and quantitative lead in scientific 
and technological research. Above 
all, the free world is dedicated 
still to that power for peace which 
surpasses military atomic power, 
or economic atomic power or any 
other material power whatsoever: 
the power of those great moral 
and ethical traditions which West- 
ern Christian civilization shares— 
not always too steadily but yet 
enduringly — with Eastern Bud- 
dhist, Hindu, and Moslem civili- 
zations. 

No higher moral purpose can 
he served hy East and West than 
that of nation helping nation to 
bring the fruits of science to a 
long-suffering humanity. Let us, 
then, “be strong, and quit our- 
selves like men—and pioneers.” 


R. S. Wilford Opens 


LA MESA, Calif. — Ralph S. 
Wilford is engaging in a securi- 
ties business from offices at 10005 
Country. View Road. 


- Opens Branch Office 


HUNTINGTON, N. Y. — Family 
Fund Investors have opened a 
branch office at 375 New York 
Avenue, under the management 
of Roy S. Marjamaa. 


L. J. Mack Branch Opens 


L. J. Mack & Co., Inc. has opened 
a branch office at 50 Broad Street, 
New York City. 


New Mann & Gould Branch 


LYNN, Mass.—Mann and Gould 
have opened a branch office at 23 
Central Avenue under the man- 
agement of Clinton R. Gould. 


Whitney-Phoenix Branch 


PASSAIC, N. J. Whitney- 
Phoenix Co., Inc. has opened a 
branch office at 18 Broadway. 
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Tennessee Gas Transmission Company 


Tennessee Gas Transmission, a 
leading natural gas wholesaler 
with annual revenues of over 
$168 million, operates some 8,300 
miles of pipe line from Rio 
Grande Valley in Texas north- 
easterly across Texas, Louisiana, 
Arkansas, Mississippi and Ten- 
nessee to Greenup, Ky. The sys- 
tem then forks, one branch ex- 
tending to Charleston, W. Va., and 
the other across Ohio, Pennsyl- 
vania, New York and into New 
England. Deliveries are made 
principally to subsidiaries of Co- 
lumbia Gas and _ Consolidated 
Natural Gas, but the New England 
pipe-lines serve 35 regional 
utilities. Service to the New 
York metropolitan area began in 
November, 1955. The company 
buys most of its gas needs, but is 
also engaged in oil and gas pro- 
duction. 


Tennessee Gas at the end of 
1955 had an installed delivery ca- 
pacity of about 1,730 million cf 
per day, and had a peak day of 
1,882 million cf in December and 
in January another peak slightly 
higher, with a daily average in 
that month of 1,840 million cf. 
President Symonds remarked “the 
gas business is good and if it will 
just stay cold and windy we will 
do even better,” 


Tennessee Gas Transmission has 
grown very rapidly, probably 
ranking second in the industry in 
this respect to El Paso Natural 
Gas. In 1954 both companies had 
revenues of $143 million — Ten- 
nessee had $28 million in 1948 
compared with $24 million for 
El Paso. But in terms of increase 
in share earnings Tennessee Gas 
did better, earning $1.76 last year 
compared with 7lc in 1948; while 
El Paso probably made about $2.90 
compared with $2.35 in 1948. Both 
1955 figures include revenues col- 
lected under bond and subject to 
regulatory approval. 


Tennessee’s expansion program 
last year included the laying of 
some 783 miles of pipe, the prin- 
cipal construction being a line 
from the company’s storage area 
across northern Pennsylvania, 
New Jersey, and Westchester 
County, N. Y., attaching to the 
New England line at Greenwich. 
The new extension opened up to 
the company a share of the rich 
New York City -Northern New 
Jersey metropolitan market. An- 
other line was built in Texas and 
Louisiana to facilitate purchase 
of new reserves. Two new com- 
pressor stations were built and 
four enlarged. These new facil- 
ities will greatly improve the 
company’s sales. diversification. 
The northern end of the system 
has now become a thousand-mile 
loop affording great flexibility in 
marketing gas. In 1944 the com- 
pany’s entire output was sold to 
only two customers, but in 1955 
it had 76, the largest taking 31% 
and the next largest 25%. The 
company has never failed to meet 
the requirements for service nor 
has it ever allocated or prorated 
gas. 

In 1955 the company made its 
first deliveries of gas from stor- 
age, and this summer another 
storage field will go ‘nto service 
supplementing the two already in 
use, Ultimately there will be five 


fields giving the company some 77 
billion cf top storage, equal to a 
billion feet a day for 77 sustained 
peak days. In connection with 
this storage operation a peak- 
shaving tariff was installed which 
proved particularly popular in 
New England and is stimulating 
house-heating business. The com- 
pany will also store gas for Public 


Service of New Jersey during the 
summer and deliver it on demand 
in the winter, at an extra charge. 


Tennessee now produces about 
20,000 barrels of oil a day. In 
connection with its oil and gas 
activities, last year it acquired 
Bay Petroleum Corp. for about 
$20 million. The two plants are 
being expanded and modernized 
and are expected to fit in very 
well with the company’s opera- 
tions. 


The company is also stepping 
up its gas reserves and during 
1955 acquired over 2 trillion ef 
of reserves, bringing the year-end 
figure up to 13 trillion cf, or a 
20-year supply. These reserves 
are in 201 separate fields in Texas 
and Louisiana. The company has 
proposed building a new line 
through the midwest to connect 
with the projected Trans-Canada 
Pipe Line, which if accomplished 
will open up for the company 
large reserves in western Canada, 

Regarding rates, Tennessee Gas, 
in common with other major pipe 
line companies, collects substan- 
tial revenues from proposed rate 
increases “under bond” or subject 
to FPC approval. The company’s 
rate case was reconvened in 
January, and President Symonds 
stated “We feel we have a strong 
case; we don’t know how long it 
will continue; we anticipate no 
reduction in the revenue that we 
are now collecting under bond.” 


To cover its construction and 
expansion program last year, the 
company sold $111 million secu- 
rities— $50 million mortgage 
bonds, $25 million debentures, $20 
million preferred (including $10 
million for refunding), and $16 
million common stocks in Sep- 
tember. The company sold its 
American Republics stock for 
about $20 million, enough to cover 
the purchase of Bay Petroleum. 
Currently, the company is selling 
$40 million $4.50 convertible sec- 
ond preferred stock. 

The year 1955 was a very good 
year for Tennessee, with an in- 
crease in Mcf volume of 7%, in 
revenues (including rate in- 
creases) of 16%, and in net avail- 
able for common stock of 42%. 
On a consolidated basis, the com- 
pany earned about $1.76 a share 
on year-end shares, which re- 
flected the new issue and also a 
stock dividend of 3314%. 

Based on the _ recent price 
around 31 and the dividend rate 
of $1.40, the stock yields about 
4.5%. The price-earnings ratio 
approximates 17.6% which, while 
above average, may not be un- 
reasonable considering the com- 
pany’s growth record both in rev- 
enues and net per share. 
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By GERALD D. McKEEVER 


Missouri Pacific Reorganization—lIlIl 


This is the third and last of the series on this subject which 
is believed to have represented the occasion for the most wide- 
spread speculation over the longest period in eny single situation 
in recent history. Last week’s instalment was devoted to the 
development of the background of the new issues set up in the 
pending “agreed system plan” for the reorganization and con- 
seolidation of the Missouri Pacific and its subsidiaries which have 
been in bankruptcy trusteeship for some 23 years. The present 
and final instalment will present the evaluation of the treatment 
provided for the issues of the Missouri Pacific and its subsidiaries 
that are involved. 

First in order is to outline the application of the new first 
4';,s which, as described in lest week’s column, are divided into 
three series all secured by the overall first lien on the property 
of the consolidated system. The 20-year series A 4%s are to pro- 
vide for the refunding or cash repayment at par of the New 
Orleans, Texas & Mexico first 442s, 5s and 542s while the series B 
and series C 414s of 35 year and 50 year terms respectively will 
be applied (1) to settle the principal claim in full on the Missouri 
Pacific “reefer” 5s (the interest having been paid up as previously 
described) (2) to take care of the greater part of the claim of the 
international-Great Northern first 5s and 6s and (3) to apply in 
smaller proportion to the claim of the MOP secured serial 5\%s. 

The new first 44%s are traded “and interest” accruing from 
the Jan. 1, 1955 dating of the plan and this accrual amounts to 
just under 5% up to the present. This accrual is offset, however, 
by varying amounts depending on the series and interest dates of 
the “reefers” on account of the payment of coupons on the latter 
which fell due in the first half of 1955. The “reefer” 5s, which 
sell at 99 to 100 depending on the series, have the claim on this 
intcrest accrual as well as on the principal if the first 442s which 
replace the “reefers” par for par, viz., $500 of series B and $500 
of series C, to make up the “package” for each $1,000 “reefer.” 
The new first 444s are currently quoted around 9612 bid and the 
“reefer” 5s, quoted at 99 to 100 depending on series and accrued 
interest claim are selling at a virtual parity with the new first 
4%s plus the interest accrual thereon. 

‘the general 4°4s series A and series B are quoted at 76-77 
and 71-72 respectively, the difference reflecting the longer term 
end lesser protective margin of series B. Both are secured by the 
same second lien on all of the road’s properties subject to the first 
4™%s. It will be recalled from last week’s column that the series A 
4%4s have pro forma overall coverage of interest of about 1.50 
times based on 1955 estimated earnings whereas the corresponding 
ratio for series B is about 1.33 times, the interest on series B rank- 
ing after that on series A. 

While these bonds thus rank among the weaker of the rail 
income mortgage bonds they are nevertheless quite realistically 
valued at present quotations. In the first place, the quoted prices, 
unlike those of the first 4%4s, are “flat” and contain about 5% 
points of interest accrual from Jan. 1, 1955. Secondly, if these 
bonds had a 412% coupon like most rail income issues, they would 
sell 4 to 5 points lower to produce the same yield. 

The greater part of the general income 4%4s goes to meet in 
full the claim of $1,873 per $1,000 of the “QMOP” general 4s of 


1975. The “package” allocated per $1,000 principal of this issue 
is evaluated as follows: 
Principal Bid Price Indicated 
Value ae Mkt. Value 
Series A 434s________ $800 76 $608 
Series B 4%s____-__- 1,073 71 762 
THOS Sencitabanne $1,873 $1,370 
Equivalent price _____...___.__ 137 
Market price QMOP 4s, ’75_____ 13514 
% sUGcated SAM .........--.-~ 1.1% 


The $2,159 total claim per $1,000 of “QMOP” secured serial 
5%s is met in part by an allocation of first 444s, but to a greater 
extent by the general income 4%s of both series as shown by the 
following “package” allocation per $1,000: 


Principal Bid Price Indicated 
Value “wy, 4,°* Mkt. Value 
Series C 414s________ $588 96 $564 
Series A 434s________ 1,354 76 1,029 
Series B 434s________ A Mee 4 71 154 
I $2,159 $1,747 
Equivalent price ._.........._ 174% 
Market price of 5%s____________ 167 - 170 
Indicated gain %-~.-....__-_.___ 4% 


Missouri Pacific 5'%s of 1949 are the unsecured obligation of 
the bankrupt road and its most junior obligation, and this issue 
is treated accordingly in the reorganization plan. Of the $2,219 
total claim of this issue per $1,000, $400 is settled by equal amounts 
of series A and B of the general income 4%s and the balance of 
$1,819 of the claim by the income debenture 5s. It will be recalled 
from last week’s instalment that this latter issue is described as 
being unsecured and without a sinking fund, and that its non- 
cumulative interest has the thin margin of being covered only 
about 1.15 times overall by 1955 estimated earnings applied on a 
pro forma basis. Accordingly, these 90-year debentures are quoted 
at only about 65, but with over 5 points of accrued interest in- 
cluded. The value of “QMOP” 5's is thus heavily dependent on 
how these debentures work out as the following evaluation 


suggests. 
Principal Bid Price Indicated 
; Value “w. i.”’ Mkt. Value 
Series A 434s________ $200 76 $152 
tT Series B 4%4s________ 200 71 142 
Income Deb. 5s_____-_ 1,819 65 1,182 
| RRR I 9 2 $2,219 $1,476 
Equivalent price ______________ 147% 
Approximate Mkt. QMOP 5%s__ 145 
NN EEE 1.8% 
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The claims of the International-Great Northern 5s and 6s of 
$1,325 and $1,390 respectively are settled and evaluated as follows: 











FIRST 5s FIRST 6s 

Bid Price Principal Indicated Principal Indicated 

“C4” Value Mkt. Value Value Mkt. Value 
Ser. B 4%s___ 9612 $680 $656 $700 $675 
Ser. C 4%s__- 96 537 515 574 521 
Ser. A 4%4s__- 76 108 81 116 88 
a ee 57 61 
Totals__- $1,325 $1,309 $1,390 $1,345 
Equivalent prices _.__------- 130% 134% 
Market prices Ign. 5s and 6s 127% 133 2 
Indicated gain %---.----.--- 3% 0.75% 





*Accrued interest on the first 414s, since there was no payment on IGN 
bonds corresponding to the coupons paid on QMOP 5s in the first half of 1955. 

International-Great Northern adjustment 6s, another junior 
bond, receives the following “package” in settlement, but which 
recognizes the claim of this issue of $2,470 per $1,000 only to the 
extent of $2,112: 





Principal Bid Price Indicated 
Value “w. i.” Mkt. Value 
Series A 4%4s____---- $200 76 $152 
Series B 4%4s___-_---- 220 71 156 
Income Deb. 5s__---- 1,250 65 812 
Class A Common-__..{ *442 3912 174 
Qi eee $2,112 $1,294 
Bouivaient OFie® .2..016.-...-. 129%% 
Market price IGN adj. 6s_----- 127%2 
po ee 15% 


*Stated at $100 per share—i.e., 4.42 shares. 


Missouri Pacific preferred with a total claim of $264.50 per 
share including cumulative dividend arrears is settled in full by 
the allocation of 2.645 shares of Class A common per share of 
“QMOP?” preferred. At the current bid price of 39% for Class A 
the “work out” price for “QMOP” preferred is $104.50 per share 
as against the corresponding market price of 103% for these shares 
on the New York Stock Exchange. The indicated percentage gain 
here also would scarcely cover the costs of making the conver- 
sion from the old securities to the new. It has been quite plain 
throughout that there is little left in the MOP issues on a short 
term or arbitrage basis, but this has no bearing on what future 
values may be. 


Each share of old MOP common stock is to receive 1/20 share 
of Class B common which, because of its small amount—40,657 
shares—enjoys the seemingly fabulous figure of $155* per share 
earnings on the basis of pro forma application of 1955 estimated 
earnings. This, however, is “before funds” and there are no cor- 
responding earnings actually available for Class B because of the 
temporarily over-large capital fund deduction and because of the 
$5 per share dividend preference of Class A. Moreover, these 
earnings could vanish rapidly in the case of a downtrend of even 
mild proportions because of the high leverage against this small 
issue. There has consequently been little in the way of an attempt 
to value Class B and there is no “When issued” quote for it as 
there is for the others. However, the present price of 24 for the 
old common places a theoretical price of 480 on the Class B stock. 


There is no problem to the evaluation of the New Orleans, 
Texas & Mexico bonds. The $20 million first 4%s series A are 
reserved for par for par exchange for the three NOX issues, or at 
the option of the holders, the latter may take 100% in cash. It is 
intended to arrange an underwriting at the conclusion of the 
reorganization to facilitate the cash option. 





*Before funds. 
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Newer Concepts of Credit 
And Voluntary Control 


was not the sole responsibility of 
any one group in the country. 
Trade groups for business and 
banking exercised discretion in 
policy and planning, and just as 
there was abstention from alarm 
during last year’s recession, so 
now they are keeping a sharp 
lookout and are not being carried 
away by boom psychology. 

Incidentally, those of you who 
follow the news dealing with Ca- 
nadian matters may have noticed 
from time to time intriguing little 
articles reading to the effect that 
the central bank in Canada has 
called in for a conference desig- 
nated persons or groups of a par- 
ticular industry. One such con- 
ference was called in the very 
recent past relative to consumer 
credit. I leave it to your im- 
agination as to what may have 
transpired at this conference. 
However, you can be sure of one 
thing: the policy laid down at 
these conferences is rigidly ad- 
hered to but formulated on a vol- 
untary basis. Query: Does this 
approach contain the answer to 
some of our own qualitative credit 
problems? 


The Commercial Finance Industry 
in a Tight Credit Market 


Because of the tight credit mar- 
ket, today, there has been a sharp 


increase in the demand for com- 
mercial finance company funds. 
In 1954 the gross amount of ad- 
vances on open accounts receiv- 
able by commercial finance com- 
panies totaled approximately $3.2 
billion — a phenomenal growth 
when compared to the $536 mil- 
lion financed by the industry in 
1941. This past year there has 
been a further substantial in- 
crease in this form of financing— 
up some 30% over what it was 
in 1954, or at the yearly rate of 
some $4 billion. Of course, this 
does not take into consideration 
the many other types of financing 
engaged in by commercial finance 
companies such as the financing 
of commercial and_ industrial 
equipment, inventory financing, 
rediscounting, etc. 

We find, however, that our 
market has expanded not only be- 
cause of a tightness in the money 
market but because of the expan- 
sion of our economy and because 
of the increase in the special 
services offered by the finance 
companies. 

Our industry from its very 
birth has developed along lines 
specifically geared to the peculiar 
and pressing needs of small and 
medium-sized businesses. Inci- 
dentally, as you probably are well 
aware, small and medium-sized 





businesses comprise some 95% of 
the 4,250,000 companies in the 
United States. Today, besides 
being a supplier of liquid funds, 
a commercial finance company is 
a combination of financial ana- 
lyst, business engineer, consultant 
on sales and merchandising, and 
a host of other things. For these 
many services no fee is charged 
or expected, and the cost is ab- 
sorbed in the financing charge. 


What is the nature of the spe- 
cialized services made available 
by commercial finance companies? 
Generally speaking, they are 
services which commercial fi- 
mance companies have developed 
through the application of their 
techniques to a great variety of 
small and medium-sized busi- 
nesses over the years. 


Before discussing the current 
nature of these services, I believe 
it is a factual statement to say 
that the early history of the com- 
mercial finance industry showed 
that it was and still is of con- 
siderable value to management to 
have the commercial finance com- 
pany report regularly on the gen- 
eral quality of the receivables 
offered as loan security. Through 
these reports, the borrowing com- 
pany obtains an objective opinion 
on the quality of the risks ac- 
cepted by its own credit depart- 
ment and the effectiveness of its 
collection procedure. The super- 
vision. of current loans provides 
for the preparation of reports that 
give a clear statement of changes 
in the quality of receivables gen- 
erated and in merchandise re- 
turns and allowances. The early 
experience of the commercial fi- 
nance industry also demonstrated 
that many of the clients of com- 
mercial finance companies were 
as much in need of management 
advice as of funds. 


It goes, almost without saying, 
that currently, because of the 
credit and competitive situation, 
management policies in small and 
medium-sized businesses must be 
more carefully conceived and 
much more skillfully carried out 
than at any time in the past. Our 
present competitive economy is 
sounding more emphatically than 
ever those three insistent words 
of the market place: COST SAV- 
INGS, EXPENSE REDUCTION, 
and PRODUCTIVITY IMPROVE- 
MENT. Indeed, there is little or 
no hope for present management 
where these concepts are ignored. 

So, in effect, it is not at all 
unusual for commercial finance 
companies to (1) recommend the 
improvement of financial plan- 
ning, (2) to assist in setting up 
proper accounting methods, cost 
and quality controls, (3) to give 
practical business advice and aid 
in planning expansion and ac- 
quisition of new facilities, and 
(4) to actually recommend 
sources of technical advice and 
counseling, relative to up-to-date 
merchandising and sales methods, 
and other phases of business ac- 
tivity, where needed. 


Examples of Special Aids to Small 
and Medium-Sized Business 
Accounting Aids: With respect 

to accounting aids, we find it very 
important to work closely with 
the firm’s accountants who, we 
feel, are advising their clients in 
regard to the day-to-day opera- 
tions of their businesses. Incident 
ally, the modern accountant seems 
to be moving more and more into 
the field of management engin- 
éering. This is a field, which, by 
the way, the accounting profession 
allowed, in the past, to go by de- 
fault to others not having the ad- 
vantage of the thorough back- 
ground of each client's problem 
that the professional accountant 
has. We find that working closely 
with these men is an invaluable 
aid in developing joint recommen- 
dations. 

In our business we have the op- 
portunity to view many types of 
operations, and thus can draw 
from others’ experiences and pass 
such knowledge on to others. As 
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an example, many ambitious vet- 
erams experienced in working 
with aluminum, but green as the 
proverbial bay tree insofar as 
business matters were concerned, 
opened their own fabricating and 
extruding plants after the war. 
We have been able to heip many 
such fabricators expand their sales 
and take advantage of opportun- 
ities in the aluminum field where 
but for our services they would 
have joined the list of business 
casualties which I undersiand 
number something like a quarter- 
of-a-million a year. 
‘Management Aids: Very often 
~e—ge find that the-client has not 
the management that is suffi- 
ciently awake to the poss.b-l ties 
and~potentialities.of the business 
he is conducting. In these situa- 
ticns, we believe that the recom- 
menrdation of a particular bus ness 
counseling or engineering firm is 
warranted and we recommend 
firms that may be of help to man- 
agement. For example, it is fairly 
common knowledge that even 
Small and medium-sized com- 
panies are learning to benefit 
from automation. However, man- 
agement is not always aware of 
the fact that by redesigning dif- 
ferent products so as to give them 
certain common components the 
volume may be increased to fully 
justify automation in the produc- 
tion of the components. In perti- 
nent instances, we have recom- 
mended the employment of 
counsel in industrial design so as 
to give the product the necessary 
common components in order to 
take advantage of automation. 


Sales Aids: Where we feel that 
there is a management deficiency 
in regard to sales and distribution, 
we recommend the employment of 
sales and distribution counsel if 
our own recommendations are in- 
sufficient. I believe you are 

“aware of the fact that four out of 

five new consumer producis fail 
to achieve consumer acceptance. 
Costly guess work, flaws in ex- 
ternal selling, and a host of other 
reasons, are often given as the 
reasons for the failure. The intro- 
duction of new products involve; 
too many marketing hazards to be 
given anything less than the 
gravest consideration by top man- 
agement. A firm of competent 
counseling specialists initiates and 
coordinates the creating, screen- 
ing, planning and marketing of 
ali new products. Such a firm 
pretests the products, pricing, 
packaging, advertising, sales pro- 
motion, channels of distribution, 
etc. It is a fact that competent 
counseling specialists have hzloed 
many businesses achieve hizher 
ratio of sales, a lowerinz of sa es 
cost, and a resultant increase in 
profits. 

Production Aids: The squeeze 
on -profits resulting from higher 
costs of labor in the prime labcr 
markets in 1855 wiil mean higher 
prices for steel and other basic 
materials in 1956. Because of the 
severe competitive market, it will 
not be easy to pass along these 
higher costs to customers. To 
counteract the cost squeeze, prac- 
tically all managements are con- 
sidering increased mechanization, 
automation and other investments 
which will tend to reduce labor 
and administrative costs. Close 
attenticn is also being given to tie 
need for rearrangement of plant 
setup, diversification of produ7ts, 
acquisition cf raw ma‘erial fac/l- 
ities and new marxet outlets via 
the merger route. 


Commercial Financing — Key to 
Business Growth 

No true observer of the Ameri- 

can scene is unaware of the enor- 

mous contributions made by com- 


mercial banks and insurance 
companies in the tremendous 
growth of our economy and of our 
industries in the 20th century. 
Future historians will, I am sure, 
write as glowingly about it as 
present historians write about the 


seven wonders of the ancient 
world. 


The commercial finance indus- 
try takes great.pride.in its» par- 
ticular contributions to their 
growth. It was our industry that 
shaped and developed the vast 
field of installment financing, the 
financing of accounts receivabie 
and inventories, the financing of 
commercial and industrial equip- 
ment and a host of other methods 
of secured commercial financing. 


Present industrial giants like 
Dow Chemical Company, Mon- 
santo Chemical Company, Na- 
tional Airlines and many others, 
utilized commercial financing in 
their early days—when they were 
veritable tledglings—to get a foot- 
hold in the industr:es where they 
now are leaders. 


Last year the trade group for 
the industry—the National Com- 
mercial Finance Conference—of 
which I have the ho-or to be 
Chairmen, invited its members to 
participate in an award program, 
i, e. send in their nominations of 
companies which they had fi- 
nanced and which kad achieved 
outstanding growth through the 
use of commercial finance com- 
pany funds. 


The names of a large number of 
small- and medium-sized com- 
panies were sent to our awards 
committee of which Dean G. Row- 
land Collins of the Graduate 
School ot Business Adminisiration 
of New York University was 
Chairman. Of course, along with 
the names of the nominees, our 
members sent in supporting fi- 
nancial statements and sales rec- 
ords on a before-and-after basis. 

In each instance, the companies 
started with very limited capital 
and each attributed its rapid 
growth to the availability of funds 
from commercial finance coin- 
panies. 

I would like to give you the 
case history of cone of these com- 
panics which received an award: 

(1) The O. A. Sutton Corpora- 
tion (Wichita, Kans.) 

Just 14 years ago when O. A. 
Sutton incorporated, it had a $20,- 
000 order to make aircraft p2r.s 
for Beach Aircraft, five employees 
working in a Wichita garage and 


$2,000 cf working capital. The 
machinery and equipment had 
been purchased on credit. With 
numerous defense contracts, the 


company increased its employ- 
ment to 300, beught its own man- 
ufacturing plant and increased its 
net worth to approximately $200,- 
0CO in less than two years. 

In anticipat-zon of peacetime 
operation, Sutton bought the 
patents on a rather radical new 
electric fan and introduced the 
new Vornaco.air circulator in 
1945. The company captured more 
than 10% of the nation’s fan sales 
in the first year. But in about 
two years the sales far surpassed 
the company’s ability to maintain 
a proper inventory or continue 
manufacturing without additional 
working capital. So, in 1948, a 
commercial finance company ex- 
tended a line of credit of $150,600 
on accounts receivable and an in- 
ventory line of the same amount, 
even though the Sutton Corpora- 
tion showed a net loss of more 
than $100,000. In June of 1949, 
Sutton had current assets of about 
$800,000 to pay-current liabilities 
of a half a million and had a net 
worth of nearly $609,000. In 1952, 
Sutton entered the air conditioner 
field which is proving as equally 
successful as the air circulator. 
However, in 1948, when Sutton 
originally sought commercial fi- 
nancing, its total annual sales 
were about $2,500,000 with an in- 
ventory and accounts receivable 
of $159,009 each. In January, 
1954. Sutton’s sales were nearing 
the $40,000.000 mark with a net 
profit of $1,500,000. The accounts 
receivable amounted to almost 
$5.009.000 and inventory was over 
the $2.000,009. In less than six 
years, O. A. Sutton with the aid 
of commercial financing gained 
first place in sales, both unit ard 


dollar-wise. In summary, the use 
of commercial finance company 
funds made possible a change 
from a net loss in 1948 to a net 
profit of $1,471,278 in 1954. 


Conclusion 


In closing, I believe it is a fair 
statement to say that the finan- 
cial service rendered by commer- 
cial banks, insurance companies, 
commercial finance companies 
and other financial institutions to 
small, medium-sized and big busi- 
ness is the epitome of our whole 
commercial and industrial system. 
The many forms of nuances of 
this service have grown with the 
American economy; they have 
taken their tone from the exu- 
berant and rapidly developing in- 
dustrial life of the United States. 

With the acceleration in the 
rate of productivity ard the 
amazing growth of our national 
economy which is presently push- 
ing toward the $400 billion Gross 
National Product goal, an un- 
precedented opportunity presents 
itself to American financial insti- 
tutions to reach the new horizons 
that have been ushered in with 
the atomic era. 


Smith, Barney Group 
Offers Miehle Shares 


The first public sale of shares 
of Miehle Printing Press & Manu- 
facturing Co., Chicago, Ill., one of 
the world’s largest manufacturers 
of printing presses, took place on 
Feb. 21 with the offering of 267,- 
856 shares of the company’s class 
A non-voting common stock by a 
group of investment bankers 
headed by Smith, Barney & Co. 
The stock was priced at $24 a 
share. Of the shares offered, 50,- 
000 shares represent new financ- 
ing by the company and 217,856 
shares are being purchased from 
selling shareho!ders. 


Net proceeds to be received by 
the company from the sale of the 
additional stock will be avplied, 
together with other Miehle funds, 
to purchase all of the outstanding 
shares of Dexter Folder’ Co. 
Miehle has owned 50% of Dexter 
since 1927 and with this purchase 
Dexter will become a_ wholly- 
owned subsidiary. 

Miehle, incorporated in 1890, 
produces and sells a wide variety 
of sheet-fed letterpress and offset 
presses of types and sizes de- 
signed to meet the requirements 
of the expanding graphic arts in- 
dustry, and cutting and creasing 
presses for the folding box indus- 
try. Miehle also manufacturers 
electric motors for its own use, 
and electric motors, motor brakes, 
and generators for sale to others. 
Dexter Folder Company manufac- 
turers bindery equipment, paper 
feeders for printing presses and 
other machinery used principally 
in the graphic arts industry. 

The company’s sales in the 
sheet-fed letterpress field are be- 
lieved to be larger than those of 
any of its competitors, domestic 
cr foreign, while in the sheet-fed 


offset field the Company has 
increased steadily until it is a 
leader in this phase of the 
industry. 

Combined sales of Miehle and 


Dexter during their latest fiscal 
years ended Oct. 31 and Sept. 30, 
1955, respectively, totaled $34,- 
423,779. Net earnings amounted to 
$1,995,177, equal to $2.45 a share 
on the number of shares to be out- 
standing, adjusted to reflect a 
recent 2-for-1 stock split. Figures 
on the same basis for the respec- 
tive first quarters of the current 
fiscal years were $9,902,103 sales 
and $755,403 net, equal to 93c 
per share, against $8,137,679 sales 
and $517,826 net, or 64c a share in 
their last fiscal years. The com- 
pany has declared a quarterly 
dividend of 3742c a share, pay- 
able March 15, 1956 to stock- 
holders of record March 8. 
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course by all odds the most im- 
portant. In my opinion, the pres- 
ent outlook for each of these 
several areas of spending may be 
assessed as follows: 


(1) Government Spending— 
Figures on government spending 
for the third quarter of 1955, at 
an annual rate, compared with the 
full year 1954 show a small de- 
cline in total, with the drop in 
Federal spending almost made up 
by the rise in state and local out- 
lays. The total figure for all three 
categories is $76 billion as an an- 
nual rate in the third quarter of 
1955 as against a little over $77 
billion for 1954. The probability 
seems to favor a slight increase 
in government spending for 1956. 
The defense budget is indicated as 
being $700 million higher. The 
President has asked for some in- 
creased foreign aid, and there will 
be a further increase in state and 
local spending. Thus the govern- 
ment spending factor will be 
definitely on the plus side in its 
effects on business activity, par- 
ticularly in the second half of the 
calendar year. If there should be 
any further rise in government 
spending beyond that indicated, it 
probably will be in the area of 
national defense. 


Here I cannot forbear a state- 
ment of personal conviction to the 
effect that I sincerely believe we 
should be spending more for na- 
tional defense. I think there is a 
growing recognition that we are 
losing the cold war, that, in fact, 
as we are now waging the cold 
war, we cannot stop the Soviets 
from winning it. Should there be 
an increase in national defense 
outlays, however, it is clear that 
it would not be likely to have 
much economic effect in this 
calendar year unless the turn of 
events should be so serious as to 
cause substantial anticipation by 
business of the increased defense 
spending. 


(2) Business Spending for Plant 
and Equipment.—As already indi- 
cated, there was a sharp turn- 
around of this category of spend- 
ing in 1955, from a first-quarter 
rate of $25.7 billion to a fourth- 
quarter rate of $30.9 _ billion. 
Speaking here last year, I said, 
“With the current rate of popula- 
tion growth, with continued high 
expenditures for research and de- 
velopment, with the current inter- 
est in automation, and with the 
growing tendency of businesses to 
undertake long-range planning of 
their capital requirements with- 
out trying to guess the business 
cycle, there is an excellent basis 





for substantial capital goods 
spending in the years ahead. In 
the absence, however, of some 


dynamic stimulus to this kind of 
spending in 1955, the prospect is 
for a somewhat lower rate than 
in 1954 and consequently for 
some adverse effects on business 
generally.” Well, we did get that 
dynamic stimulus, and it ap- 
parently was a combination of 
the unexpectedly high level of 
consumer spending, some _in- 
creased long-range planning of 
equipment expenditures, and, 
guite important, the existence of 
an atmosphere which might he 
described as the “Eisenhower con- 
fidence boom.” 


At the present time the De- 
partment of Commerce estimates 
that plant and equipment spend- 
ing for the first quarter of 1956 
will be at an annual rate of $31.6 


billion. The McGraw-Hill survey 
of businessmen’s intentions with 
respect to purchasing of new 
plant and equipment—a survey 
which has established a_ very 


respectable record for accuracy of 
prediction—sets the probable rate 
of increase in these capital out- 
lays in 1956 at 13% above 1955. 
Currently estimates of the De- 
partment of Commerce tend to 
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back up this McGraw-Hill fore- 
east. It is generally agreed, how- 
ever, that the rate of increase in 
plant and» equipment spending in 
1956 will be substantially lower 
than the-rate which was manifest 
between the first. and fourth 
quarters of 1955. The eventual 
figure, of course, will depend on 
how strongly consumer demand 
is susiained in 1956 and may also 
be affected by the availability of 
materials, as well as the supply 
of skilled labor. Shortages in 
steel, copper, aluminum, and 
freight cars might have the effect 
of stretching out plant and equip- 
ment spending for a longer period. 

(3) Inventery.—Inventory build- 
ing is likely to continue to be a 
plus factor for at least a consid- 
erable part of 1956. The reversal 
of policy by many companies 
from one of inventory depletion 
to one of inventory build-up was 
an important ingredient in the 
strong 1955 recovery. By October 
the increase amounted to approxi- 
mately $3.8 billion as against the 
previous October. The rise be- 
tween September and October was 
$740 million. This was a greater- 
than-seasonal rise in inventories, 
and at the same time sales rose a 
little less than seasonally. If such 
a month-to-month advance were 
to be maintained, it would of 
course suggest an increase in in- 
ventories at an annual rate of 
nearly $9 billion. In all likeli- 
hood more recent figures will in- 
dicate a continued inventory 
build-up but not at so high a 
rate as in October. 

Although new orders received 
by manufacturers in October 
dropped as compared with Sep- 
tember, where ordinarily the sea- 
sonal tendency is the reverse, 
nevertheless the backlog of un- 
filled orders of manufacturers 
continued to rise. Also, as re- 
marked earlier, the ratio of stocks 
to sales, standing at 1.5 at the end 
of October, apparently continued, 
notwithstanding the inventory 
build-up, to be lower than it was 
a year ago. All this seems to spell 
further inventory build-up in the 
early months of 1956, with the 
rapidity and extent depending 
considerably on the course of 
prices as well as on the avail- 
ability of materials. Naturally any 
continued or enhanced rate of in- 
ventory build-up contributes to a 
higher rate of business activity 
until a turning point is reached. 
Thus while inventory building is 
a plus factor at the time when it 
is occurring, it is a two-edged 
weapon; and extreme inventory 
fluctuations can do great damage 
to the economy. This is one of 
the business indices which execu- 
tives should watch most carefully 
in 1956. The faster inventory rises, 
the sooner a turn will come. 


(4) Construction. — Authorities 
on the construction industry look 
for another rise in over-all build- 
ing in 1956, but much less pro- 
nounced than the upswing of 
1955.1 Although the number of 
housing starts is expected to de- 
cline from the 1955 total of some- 
thing over 1,300,009 to perhaps a 
figure between 1,150,000 and 1,- 
200,000, nevertheless total con- 
struction contracts in Collars are 
estimated at 3% above the 1955 
figure because of increases in 
non-residential building contracts 
and even larger increases in 
public works and utilities con- 
tracts. In some quarters, doubts 
have been expressed as to the ac- 
curacy of the foregoing estimate, 
but in general it appears that the 
construction industry will again 
furnish substantia! support for a 
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1 Thomas S. Holden, Clyde Shute, and 
George Cline Smith (F. W. Dodge Cor- 
poration), “Constructien: Growth Ine 


vy,” Architectural Record, November, 
1955. 








36 (972) 


Continued from page 35 


Moderate Year Ahead 


sustained volume of business ac- 
tivity at a high level. In the final 
analysis, of course, this forecast 
is dependent on the monetary and 
banking situation and policies 
pursued by the Federal Reserve 
Svstem. Significant, perhaps, 1s 
the fact that a slight easing of 
mortgage credit has already oc- 
curred, as of mid - December, 
through the action of the Federal 
Home Loan Bank Board. 

(5) Consumer Spending.—Per- 
sonal consumption is the major 
flow of spending, amounting at 
the current rate of 65% of the 
Gross National Product. Of the 
increase of $32.7 billion in Gross 
National Product between the 
third quarter of 1954 and the third 
quarter of 1955, personal con- 
sumption increases account for 
$18 billion, business spending for 
all the rest. 

What will consumer spending 
do in 1956? 

(a) Personal income, now run- 
ning at an annual rate of $310 
billion, as against $288 billion for 
the full year 1954, will continue 
to show some increase, perhaps 
rising, according to some fore- 
casts, as high as $320 billion be- 
fore the end of the year. Support- 
ing these estimates are the high 
rate of employment, nearly 65,- 
000,000 in November; the rising 
tendency in average weekly hours, 
41.2 in November, indicating more 
overtime; and advancing wage 
rates, average weekly earnings 
standing $79.52 in November and 
continuing to increase. It is clear 
that wage rates will advance 
somewhat further in 1956, espe- 
cially as the new minimum wage 
rate goes into effect. Farm in- 
come will continue its downward 
trend but presumably will decline 
Jess in 1956 than in 1955, prob- 
ably 5% as against the 10% drop 
which occurred in 1955. In this 
connection it is to be remembered 
that, because of reduced numbers 
of people on farms, per capita 
farm income declines consider- 
ably less than over-all farm in- 
come. Further factors contribut- 
ing to high personal income are 
the higher rate of corporate divi- 
dends and some increase in inter- 
est income. 


(b) Increases in personal in- 
come, likely to be on the order of 
5% in the first half-year as com- 
pared with the same months of 
1955, will of course be carried 
through to disposable income. 
After the middle of the year, con- 
ceivably disposable income may 
show a greater relative increase 
than personal income because of 
possible tax reductions that will 
benefit consumers, but there is as 
yet no certainty of such reduc- 
tions. 


(c) But what will consumers do 
with their income? How much of 
it will they save? The savings 
rate is now at the low ratio of 
5.8% of disposable income, as 
compared with figures well above 
7% which characterized the pe- 
riod from 1951 through the middle 
of 1954. In the second quarter of 
1955, according to the SEC, in- 
dividuals actually reduced their 
met worth by $500 million. 2 As 
already remarked, the very sharp 
growth of consumer credit by 
amore than $5 billion (from No- 
vember, 1954, to November, 1955) 
is a measure of the extent by 
which consumer spending in that 
year exceeded consumer income. 
Is it likely that a similar growth 
will occur in 1956? 


The answer, of course, depends 
to a marked extent on consumer 
attitudes toward durable goods, 
especially automobiles, in 1956, 
In the first half of 1955, consum- 
ers were spending 13% of dispos- 
able income for durable goods, in 





2 Business Week, November 12, 1955, 
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comparison with a figure of 14% 
in 1950 and only 10% in 1946. It 
is my belief that in 1956 this ratio 
of spending on durable goods will 
swing back to about 11% rather 
than the 13% which characterized 
1955. Specifically I think that 
automobile sales in 1956 will be 
lower by 1% or perhaps as much 
as 1% million units than in 1955, 
for the following reasons: 


(i) Inventory of relatively new 
cars in the hands of consumers 1s 
higher than at any recent time. 

(ii) Higher list prices for 1956 
are tending to arouse some con- 
sumer resistance. 


(iii) Credit is harder to obtain, 
and somewhat more costly. 


(iv) The 1956 models, on the 
whole, do not represent as many 
new features and merchandising 
innovations as did the 1955 mod- 
els. 


There is evidence to support 
these views in the decline of auto- 
mobile sales in November (down 
22% from the March-to-Septem- 
ber monthly average),3 the ris- 
ing stocks of cars (nearly 800,000 
at year-end), and the kinds of 
deals already being offered by 
dealers on new Cars. 


The recent University of Mich- 
igan survey of consumer attitudes 
toward spending for durable goods 
reveals no change from the pre- 
vious survey in June, 1955. In 
other words, consumer attitudes 
remain favorable, but lack of a 
step-up of demand may be taken 
as evidence of some flattening out. 
In the face of continued industrial 
expansion it can be argued that 
this apparent flattening out of 
consumer demand may indicate a 
downturn in the offing. 


Possibly, then, sometime before 
the end of 1956 consumer spend- 
ing may be rising less rapidly 
than disposable income. Such a 
reversal of the 1955 relationship 
would be accompanied by a sub- 
stantial rise in savings, since con- 
sumers would be paying off old 
indebtedness faster than they were 
incurring new obligations. In 
my opinion, a rise in savings to an 
annual rate close to $20 billion, 
perhaps to 7% or more of dispos- 
able income, should be regarded 
as a possibility before the end of 
the year. 


If this line of thought has any 
validity, consumer spending in 
1956 will not continue throughout 
the year to be so powerful a 
stimulant of business boom as it 
was in 1955. In support of this 
view may be urged the smaller in- 
creases in consumer credit occur- 
ring since September. 


Monetary-Fiscal Situation 


Before trying to pull all these 
pieces together into any coherent 
picture of the 1956 outlook, it is 
essential to consider carefully the 
areas of monetary and fiscal pol- 
icy and prices, since developments 
here during the next six months 
can easily prove controlling of the 
whole trend of the economy in 
1956. 

In the monetary and banking 
situation the basic fact is that the 
Federal Reserve Board, quite 
properly, is trying to put the 
brakes on a boom that has been 
threatening to get out of hand. 
During the past year the redis- 
count rate has been raised three 
times. These brakes are power 
brakes, and they have to be ap- 
plied with a skillful touch. In 
this regard the Federal Reserve 
authorities thus far seem to have 
done a very good job. The rela- 
tively high short-term rates for 
borrowing are designed to keep a 
check-rein on inventory expan- 
sion and on the possibly too rapid 
growth of consumer credit. These 
high short-term rates, however, 
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have created an unprecedentedly 
narrow spread between short-term 
and long-term money rates. In the 
long run, this very narrow spread 
may prove untenable. (Note that 
the Federal Reserve recently had 
to give the Treasury a lift when 
the acceptance of a new issue ap- 
peared shaky.) In the meantime 
the still relatively low long-term 
rates are conducive to a continued 
high volume of business invest- 
ment. If and when the business 
pace slackens a little, and par- 
ticularly if construction shows 
signs of dropping substantially, 
greater ease will doubtless appear 
in interest rates. (As earlier re- 
marked, the Federal Home Loan 
Bank Board has already moved in 
this direction.) On the other hand, 
if strong inflationary pressures 
should become evident in prices 
and if inventories should rise rap- 
idly in the spring of 1956, a fur- 
ther tightening of short-term 
rates would be in order. 


I think it is a reasonable opin- 
ion today that the Federal Re- 
serve authorities will be success- 
ful in accomplishing their pur- 
pose, that the boom will be mod- 
erated without throwing the econ- 
omy into a skid, although there is 
some possibility that the short- 
term situation may require at 
least one more application of 
brakes. 


On the score of fiscal matters, 
there are only two comments to 
make, First, the Federal budget 
situation will probably not be a 
significant factor in the 1956 busi- 
ness trend. Although the budget 
is approaching a book balance, the 
possible increases in foreign aid 
and defense spending may post- 
pone this development. Neverthe- 
less it is almost certain that a 
cash balance and probably some- 
thing over will be achieved at the 
end of this fiscal year, in June, 
1956. Secondly, any change in 
taxation in 1956 is likely to be a 
reduction rather than an increase. 
This is said with full recognition 
of the fact that the economic ar- 
guments are against a tax reduc- 
tion at the present time unless 
business should take a downward 
turn. Nevertheless, political argu- 
ments, particularly in a presiden- 
tial year, are more compelling 
than economic arguments. And so 
a reduction in taxation is still 
possible. It goes without saying 
that such a reduction, and, in- 
deed, the anticipation of it, would 
have a favorable effect on busi- 
ness. 


Next we come to prices. The 
remarkable period of price stabil- 
ity since 1951 has been a most 
important ingredient in the high 
level of prosperity in these years. 


Wholesale prices, at an average 
level of 111.6 in 1952, stood at 
111.2 as of mid-December, 1955. 
But increasingly this stability of 
the general wholesale price index 
is deceptive, since the agricul- 
tural component has been steadily 
dropping since 1951 and in No- 
vember, 1955, was 26% below the 
average of 1951, and since during 
most of this same period the prices 
of manufactured goods have been 
rising because of higher wage 
costs and recently because of 
shortages of a few materials. In 
other words, the price structure is 
changing; it is reflecting the fact 
that we do not have enough steel, 
copper, aluminum, and newsprint, 
while at the same time we have 
too much wheat, corn, and cotton. 
Continuation of these diverging 
movements is indicated for 1956, 
but there is some assurance of 
reasonable over-all price stability 
in the fact that futures prices and 
sensitive commodity price indices 
generally are not signalling any 
notable changes, with the pos- 
sible exception of steel scrap 
prices. 

Consumer prices have also ex- 
hibited extraordinary _ stability 
for the four years 1952 through 
1955, with a range in the index 
over this period only from a low 
of 112.4 to a high of 115, the latest 
figure. For the past year the ten- 


dency has been slightly on the up 
side, and it is wholly plausible 
that the present trends in wage 
rates and volume of consumer 
buying will carry this consumer 
price index as high as 117 some- 
time during 1956. Again there is 
a balance of opposing forces, with 
food prices trending down and the 
prices of nonfood items, as well as 
rents and services, trending up. 


Outleek Summary 
Now what does all this add up 
to with respect to the 1956 outlook 
for the economy as a whole? On 
the balance of factors, I see it 
something like this: 


(1) A strong plus factor will be 
business spending for plant and 
equipment. 

(2) Inventory building will be 
a plus factor for the early part of 
the period, conceivably a minus 
factor by the end of the year. 


(3) Construction will be slightly 
on the plus side, but perhaps only 
slightly. 

(4) Government spending will 
also be somewhat on the plus 
side. 


(5) Consumer spending, while 
running ahead for a considerable 
part if not all of the year, never- 
theless will not be so strong a pro- 
pellant of business boom as in 
1955. 


In this perspective, then, 1956 
appears as a year of moderate ad- 
vance, a year in which inflation- 
ary forces will be held in check, a 
year of some flattening out, a year 
in Which gross national product 
and total retail sales may well 
make new highs but which, by the 
time the 12th month rolls around, 
quite conceivably could witness a 
number of business indices in 
moderate retreat—in short, a year 
of going slowly around a not very 
abrupt corner. This is a basically 
optimistic forecast, since it en- 
visages no more than the kind of 
readjustment with which we have 
had experience during recent 
years. Of course, this forecast is 
barring any unexpected “monkey 
wrenches” that might get tossed 
into the situation, such as serious 
complications in foreign affairs or 
any snowballing of apprehensions 
among businessmen as to possible 
bad consequences of a change in 
Administration in November. 


Department Stere Outlook 


It remains to translate these 
general expectations into a fore- 
cast of department store results 
for the spring season of 1956. 
_(1) Sales. — Personal consump- 
tion expenditures should run as 
much as 5% ahead for the spring 
season as compared with 1955: 
but part of this increase will be 
due to slightly higher prices. 
Some flattening out of consumer 
spending, however, possibly is in- 
dicated by the lower rate of in- 
crease in consumer installment 
debt since September. 


There will be some shifts in the 
mix of spending. Automobile sales 
will be lower in proportion; and 
food purchases may also be down 
a little, wholly because of lower 
prices; services will continue to 
absorb the same or a higher pro- 
portion of the consumer’s dollar. 
Hence it might be expected that 
soft goods sales will gain a higher 
proportion, and on this basis it can 
be argued that department store 
sales will show a higher percent- 
age of increase than total retail 
sales. Supporting this argument is 
the recent improved demand for 
higher price ready-to-wear. There 
are, however, some considerations 
that point the other way: 


(a) There will not be any auto- 
matic shift of consumer spending 
from durables to soft goods, at 


least not so long as the merchan- 
dising and promotional efforts of 
the soft goods industries are so 
definitely eclipsed by those of the 
durable goods industries. More 
probable is an increase of savings 
as consumers lighten their debts. 


(b) Department stores are still 
losing some volume to other gen- 
eral merchandise outlets. Sales in 
the big general merchandise 
chains are running ahead more 
strongly than department store 
sales. In November, Sears, Ward, 
Pennzy, and Grant were all ahead 
by 10% or more, while depart- 
ment stores were ahead only 6.5%. 


(c) The textile industry has a 
cycle of its own of some 18 
months to two years, and this 
cycle is due to turn down at some 
point in 1956, although perhaps 
not in the first half. 

Everything considered, a fore- 
cast of department store sales 4% 
higher for the February-July 
period as against last year seems 
reasonable with the better rates 
of increase probably falling in the 
earlier months in view of the 
extra day in February and the 
earlier date of Easter. 

(2) Gross Margin. — On gross 
margin the modest improvement 
achieved in 1955 should be main- 
tained or even enhanced a little. 
Competition will hold a _ close 
ceiling om initial markon. Hence 
any pick-up will have to come 
from lower markdowns, a possi- 
bility that should be aided by the 
slight stiffening of retail prices. 


(3) Tetal Expense.—In the ex- 
pense area, department stores will 
still be contending with an ad- 
vancing hourly wage rate, a situa- 
tion which has persisted through- 
out the postwar period and has 
thus far kept most of the expense 
contrel activities rather steadily 
behind the 8-ball. For the first 
half of 1956-this pressure may be 
alleviated somewhat by the firm- 
ing of retail prices just referred 
to, which will be conducive to a 
higher average salescheck. Per- 
haps, then, we might look for ex- 
pense ratios.in the spring season 
no higher tham last year and con- 
ceivably down by one- or two-, 
tenths of a percent. 


(4) Net Earnings. — A better 
gross margin percentage and a 
possibly decreased expense per- 
centage mean fractionally better 
earnings as a percentage of sales, 
probably not so much of an ad- 
vance as the spring season of 1955 
showed over the spring season of 
1954 but nevertheless something 
on the plus side. No change in 
corporation taxes seems likely. 
Hence dollar earnings after taxes, 
if the expected sales improvement 
materializes, should show a defi- 
nite advance over 1955 and make 
this the most profitable spring 
season experienced in the depart- 
ment store business since the year 
1948. 


Now all this is not to say that 
the business cycle is permanently 
tamed, that our economy will al- 
ways get by with these rolling- 
type readjustments, that there is 
no longer any danger of a con- 
current downturn in_ housing, 
spending for consumer durables, 
inventory accumulation, and busi- 
ness spending for plant and 
equipment. On the contrary, let 
me be quick to say that our long 
period of rolling readjustments in 
a generally high level of pros- 
perity has left us with some 
dangerous strains in the economy, 
notably the agricultural situation, 
the consumer credit and home 
mortgage situations, and perhaps 
also the disorganized condition of 
distribution in the consumer du- 
rable goods field. In addition it is 
fair to say that more and more 
in recent months the pattern of 
events has become reminiscent of 
the old-fashioned business cycle. 
We are on a pretty good path, but 
we are not definitely and cer- 
tainly out of the woods; and the 
time to be afraid is when nobody 
is any longer crying “Wolf!” So 
all that I am saying is that we 
quite probably are Not going to 
encounter the big bad business 
cycle wolf in 1956, but don’t let 
yourselves become too sure that 
the wolf no longer exists. 
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Overseas Markets in 1956 


temporary leveling off period. 
However, this stability will be 
confined only to sales figures. A 
shifting trend both in geograph- 
ical area and in composition of 
shipments will highlight the 1956 
U. S. export scene. 

With the White House goal of a 
$500 billion gross national product 
assured by 1965, there is little 
doubt that U. S. commercial ex- 
ports will rise to $17.5 billion 
within the next 10 years. This 
long-term forecast is based on the 
historical average since the end of 
World War I whereby non-mili- 
tary shipments have held close to 
342% of the combined output of 
goods and services. In fact, this 
prediction is even on the. con- 
servative side because in prosper- 
Ous years, as in 1955, the percent- 
age reached 3.7% of gross na- 
tional product. 


Therefore, it is not too early 
for you to lay the groundwork 
now to get your share of this ex- 
panding trade by renewing old 
relationships and developing new 
markets for both the short and 
long haul. The New York ex- 
porter, particularly, must be alert 
to this growth and start to make 
his plans immediately. He must 
be prepared not only to win new 
markets, but to fight for old ones. 


A survey of the waterfront area 
made last year showed that ship- 
ping and forwarding companies, 
as well as exporters, expected to 
lose 19% of New York harbor 
trade to the Great Lakes cities 
once the St. Lawrence Seaway 
was operating in full swing. This 
is difficult to believe because it 
has been proven time and again 
that United States exporters want 
regular and dependable delivery 
schedules. They will not wait six 
months for a body of water to 
become navigable because of the 
winter freeze-over. In many parts 
of the United States, particularly 
in the Northwest, exporters will 
send shipments as much as 1,000 
miles overland in preference to 
200 miles to a nearer port because 
of greater frequency of sailings. 


Last year commercial shipping 
traffic in the Port of New York 
reached its highest level in his- 
tory when 25,230 ships moved in 
and out of the harbor. However, 
New York is not getting its share 
of this country’s expanding ex- 
port trade. In 1955 tonnage 
shipped out of New York in- 
creased less than 5% while total 
United States exports jumped 
10%. On the cther hand, customs 
receipts in New York skyrocketed 
33% against a 20% rise for the 
entire nation. Nevertheless, this 
should be your tip-off that the 
New York port area cannot afford 
to wait to improve maritime fa- 
cilities on a large scale. Newark, 


Philadelphia, Hampton Roads, 
Miami, New Orleans, and the 
Great Lakes ports expected to 
benefit from the St. Lawrence 


Seaway will allocate more money 
for improvements in the next two 
years than was spent altogether 
since 1950. 

Realizing the full potential of 
the growth of U.S. overseas trade 
between now and 1965, as well as 
that of the foreign commerce of 
all nations, which is up nearly 
400% since 1937, it seems advis- 
able to take a quick look at what 
will probably be the 50 leading 
markets for American exporters 
during the next 10 years. Of these 
50 countries, U. S. sales in 1955 
increased in 47, with Brazil, Co- 
lombia and Japan the only na- 
tions showing a drop in purchases. 

Rising inflation throughout 
Western Europe, with its neces- 
sary counter credit restrictions, 
undoubtedly will be the most im- 
portant single factor influencing 
American exports in 1956. Al- 
though these controls will be of 


an indirect nature, such as higher 
consumer purchase taxes and in- 
terest charges, they definitely will 
force some reduction in U. S. 
shipments to Western Europeans. 
However, a return to such direct 
restrictions as limitation of dol- 
lar allocations, or increased ta- 
riffs and quotas, which marked 
the years from 1949 through 1953, 
is not foreseen. 


The shift in U. S. orders from 
Europe will be centered around 
the growing need for more raw 
materials in order that the Gov- 
ernments now faced with infla- 
tionary pressures can emphasize 
their own export programs. Sales 
of consumer and manufactured 
goods, including those of steel 
products, will be down. 


Another reason American ex- 
porters will have to look for in- 
creased markets outside of Europe 
is the probability of a slower rate 
of industrial activity there. It is 
highly questionable that the aver- 
age 9% gain in production for the 
past two years can be again at- 
tained in 1956. 


Present indications, therefore, 
point to an overall drop in ex- 
ports to Western Europe amount- 
ing to roughly 3%. On this basis 
commercial sales to that area will 
fall to $3.6 billion. However, the 
decline will come to less than 
one-half of last year’s increase of 
$300 million. 

Austria will continue to enjoy a 
moderate rise in trade with U. S., 
with American exports up about 
3% in 1956. However, commercial 
relations with the Iron Curtain 
countries will be stepped up as a 
result of the State Treaty ne- 
gotiated last year. Russia will re- 
place America as a supplier of 
phosphates and coal, while Aus- 
tria will liberalize import con- 
trols on Western European goods. 

The outflow of American in- 
vestments to Belgium will show 
a sharp gain next year. Exports 
to U. S., which were up 25% in 
1955, will continue to climb. Euro- 
pean competition could become 
critical for Belgium but intense 
promotion efforts in America will 
maintain present markets. World 
demand for steel will keep the 
boom going and overall industrial 
output—up 14% since 1954—will 
dip only slightly. All these fa- 
vorable aspects of the Belgian 
economy mean your sales to this 
nation should hold steady. 

With controls now relaxed on 
dollar imports, Denmark will be 
a growing market for beth Amer- 
ican and European goods. How- 
ever, criticism of Washington’s 
surplus farm program will en- 
courage Denmark to lean toward 
sources outside the U. S. wher- 
ever possible. The Danish krone 
will strengthen further as exports 
increase and gold and exchange 
holdings improve. Tourist trade 
—up 15% in 1955—will be still 
greater. Denmark should become 
one of the leading Western Euro- 
pean markets for consumer goods 
by 1960. 

A less spectacular rate of pro- 
duction in France than the 10% 
upturn in 1955 is certain. But 
progress will eontinue, with tex- 
tile industry prospects especially 
good. After more than three years 
of complete price stabliity, infla- 
tion will be a major problem. 
Steel exports, which account for 
a large share of foreign exchange, 
will be reduced because of rising 
prices. Dollar inflow exceeds the 
current heavy trade deficit as 
gold and exchange reserves now 
rival those of the sterling area. 

The French franc remains way 
over-valued, with a complicated 
system of subsidies and import 
taxes forestalling official devalua- 
tion. Foreign aid to France will 
dip and the import surplus will 
widen in 1956. French subs.dies 


in the form of “dumping” duties 
as an alternative to devaluation 
will invite more sanctions in ad- 
dition to those imposed by Bel- 
gium to offset French price cut- 
ting. Political instability in France 
will be responsible for a wider 
budget deficit, a weakening franc, 
a higher rate for the free price 
of gold and extreme caution on 
the part of American shippers in 
selling to Frenchmen during the 
year. 


In all probability West Germany 
will face a leveling off process 
during 1956. Production is up ‘in 
all lines. Industrial and agricul- 
tural output will rise again, but 
much slower. The economy is be- 
ginning to show signs of strain 
as the labor shortage worsens and 
high wage demands scare off capi- 
tal investment. Inflation and tight 
credit conditions will be the main 
worries. Gold and exchange hold- 
ings will dip slightly as imports 
rise and exports remain steady. 
Installment buying will make 
large strides in 1956, offering con- 
sumer goods exporters in U. S. 
a much broader market. German 
credit terms to Latin America will 
be restricted somewhat. Metal- 
working makers had been extend- 
ing unheard of credit terms in an 
all-out effort to underbid U. S. 
suppliers. On one recent sale, a 
top German company offered no 
down payment with 10 years to 
pay. 

Greece’s production rate, which 
is 2% times as great as in 1948 
and shows the second largest jump 
in output throughout Western 
Europe, is bound to slow up. 
American exporters will continue 
to ship on letter of credit instead 
of draft basis well into 1957, al- 
though some improvement in the 
economy is likely. 

A marked deterioration in Ire- 
land’s trade balance reflects last 
year’s poor crops. Imports in 1955 
were up 400% more than exports. 
Despite the new Export Board 
established by the Irish Govern- 
ment to promote foreign expan- 
sion of domestic products, little 
real improvement in the economy 
can be anticipated until 1957. 
Your sales to Ireland will be down 
this year but this is one of the 
long-range markets that certainly 
deserves your attention. Inven- 
tories are low and the demand 
for consumer goods is enormous, 
as the per capita household appli- 
ance ownership in Ireland is close 
to the lowest in Western Europe. 

Tourist spending in Italy will 
be the greatest on record this 
year. Farm output is gaining 
while exports of fruits, vegetables 
and wines are booming. Exports 
of business machines and ships 
will continue to climb, but over- 
all profit margins will be pared as 
credit becomes tighter. A new law 
to encourage foreign investment 
will be disappointing. Sterling 
exports, along with U. & tri- 
angular trade transactions in par- 
ticular, will benefit from Italy’s 
decision finally to join the Euro- 
pean exchange arbitrage system. 
Italian commercial banks can 
now deal freely and multilaterally 
in most West European currencies. 

Netherland’s prospects for an ex- 
cellent financial year are bullish. 
The Dutch will keep their strong 
position in foreign markets, dis- 
pite stiff competition. A shortage 
of labor will lead to wage increases 
Gold and exchange reserves will 
climb further, although the trade 
deficit worsens. Extreme dollar 
liberalization has not been too 
healthy for the economy, so you 
can expect some tightening of 
controls on dollar goods in 1956. 
However, the American-minded 
consumer in Holland offers an 
excellent market for the U. S. 
exporter over the next 10 years. 

Norway’s three-year trade 
agreement with the Soviet Union 
will provide for expanding trade 
with Eastern Europe. Heavy Nor- 
wegian exports to Moscow will be 
required to pay off clearing debts 
to Russians. But the slowly im- 
proving economy will not offer a 


more optimistic market for the 
U. S. and Western European ex- 
porters for several years. 


After many postwar years of 
strict import licensing, Portugal 
is liberalizing controls on Ameri- 
can goods. Inventories are low 
and an incredible backlog exists 
for all kinds of equipment. The 
nation’s fleet modernization pro- 
graw will eventually mean larger 
earnings from fishing and tourism. 


American aid to Spain amount- 
ing to nearly $300 million to date 
has been slow in affecting the 
country. However, over the long- 
term it will be the vital factor in 
expansion. Already there are 
signs that some of the principal 
bottlenecks are disappearing. In- 
creasing tourist receipts also are 
important to the economy and you 
can count on gradual strengthen- 
ing in the peseta. European and 
U. S. manufacturers will compete 
intensely for this most promising 
capital goods market in the next 
few years. 

Sweden’s latest series of rigid 
credit controls has not helped to 
step the rising pace of inflation. 
For instance, the 10% purchase 
tax on auto sales has not been 
successful as new car registrations 
continue to climb. Consumer in- 
stallment buying is getting a foot- 
hold. Electrical appliance dealers 
have a relatively untapped mar- 
ket to cultivate in Sweden. The 
U. S. will reduce restrictions on 
Swedish hardboard in the hope 
that farm surpluses can be dis- 
posed of in Sweden at bargain 
prices. But Stockholm will not 
buy large quantities because half 
of the stocks must go in Ameri- 
can ships. Although gold and ex- 
change reserves are up this year, 
austerity will spread. 

In Switzerland, capacity opera- 
tions are prevalent throughout the 
nation. The backlog of orders is 
greater than any time in recent 
years. If the labor shortage can 
be overcome, the outlook will 
continue cheerful. Recruiting of 
foreign workers from Italy and 
West Germany is necessary, with 
the probability that another 200,- 
000 will arrive in 1956. Install- 
ment financing is expanding 
rapidly. Swiss import duties on 
dollar goods will be raised in re- 
taliation for the watch tariff hike 
and anti-trust accusations by 
Washington. However, purchases 
here of Swiss machinery and spe- 
cialty equipment will increase as 
the Administration has just 
lowered duties on a few items. 

Turkey’s economic crisis shows 
little improvement. Exporters in 
U. S. are again being warned to 
be most cautious in selling. 
Ankara estimates it will be at 
least two years before the situa- 
tion is in control. Although Tur- 
key has pushed her development 
way beyond capacity resources, 
more aid from Washington will be 
forthcoming. 

The world can look for mate- 
rial improvement in the United 
Kingdom’s balance of payments 
position in 1956. A steady dip of 
$860 million in gold and dollar 
holdings from the 1952 peak will 
end. Further credit restraints are 
inevitable as a mass demand ex- 
ists for appliances, television sets 
and cars. London will not devalue 
the pound officially while sterling 
will strengthen during the year. 
Currency convertibility will have 
to be postponed another year be- 
cause of England’s exchange crisis. 
The latest export drive will take 
hold, although inflation will ham- 
per results. Output will rise an- 
other 3% and trade with Eastern 
Europe will be up _ noticeably 
while a sharp drop in purchases 
from the U. S. is probable. 

Yugoslavia is turning toward 


consumer goods industries and 
agriculture as heavy equipment 
production goals appear tempo- 


rarily to have been reached. As 
austerity is eased, there is no 
doubt that the Yugoslavs will 


want more of the amenities of life 
and will open up their stores to 
American items. Meanwhile, do 
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not count on any weakening of 
economic ties with the Soviet 
bloc. 

To offset the dip in shipments 
to Western Europe, American ex- 
porters can expect to recover the 
3% loss suffered during 1955 in 
Latin American sales. Overall ex- 
ports to Central and South 
America should rebound to the 
1954 figure of $3.4 billion. Coffee 
will be the key to a better year. 
The American consumer will 
drink slightly more of this bever- 
age in 1956 than last year because 
of reduced prices. Moreover, low 
inventories in the U. S. resulting 
from political disturbances and 
pending exchange reforms in Bra- 
zil and Colombia are behind a 
steady rise in coffee sales in the 
past few months. However, if 
forward prices are pushed still 
lower when Brazil finally de- 
values the cruzeiro, the overall 
gain in coffee shipments here will 
be negligible. 

At the same time the Latin Re- 
publics are bound to earn more 
dollars in 1956 because of sub- 
stantially greater exports of me- 
tals. Petroleum once again will be 


the second important question 
mark as expanding consumer 


needs for oil will absorb the bulk 
of any newly-acquired exchange 
from coffee and metal sales. Four 
ef the largest and most important 
Republics — Argentina, Brazil, 
Chile, and Venezuela — will ac- 
count for practically all the rise 
in U. S. exports to Latin America. 

But U. S. manufacturers will 
not keep their share of the Latin 
American export market, particu~ 
larly for machinery, without a 
struggle. Intense competition will 
continue to come from Western 
Germany, which is fighting to re- 
gain her prewar rank as the 
world’s leading exporter of ma- 
chinery. The U. S. now holds that 
position, with Britain in second 
place, but both countries are los- 
ing ground to Germany’s drive. 
In Brazil, for instance, Germen 
machinery exports have risen in 
five years from one-seventh to 
one-half as large as U. S. exports. 

Establishment of a single 
Argentine exchange rate of 18 
pesos per U. S. dollar ($0.0555) 
is welcomed here as a significant 
first step towards reorganization 
of the chaotic Argentine economy. 
However, traders do not believe 
the new rate can be sustained for 
any extended period. A further 
official devaluation is likely after 
current studies of the entire trade 
and economic situation are com- 
pleted. Although the New Gov- 
ernment also has twice depreci- 
ated the “official free’ rate, it 
will not materially alter Argen- 
tina’s exchange earnings. Income 
from wool, hides and dairy prod- 
ucts will increase only slightly. 
A decision to seek the help of for- 
eign capital in development of 
Argentine petroleum resources 
will follow other reforms. Despite 
rejection of the oil exploration 
deal negotiated by ex-President 
Peron, analysts here consicer this 
inevitable. 

It has been many years since 
the long-term outlook has been as 
favorable for American exporters 
in Argentina as now. Although 
the stepped-up trade will be a 
gradual process, it is not too early 
to make your plans and to revive 
old business relationships. A $100 
million loan from the U. S. is 
expected once all indications of 
the current political maneuvering 
disappear. Argentina is fortunate 
in having as her economic ad- 
visor, Dr. Raul Prebisch, heed of 
the United Nations Economie 
Commission for Latin America. 
He will see that austerity and 
tight exchange allocations are 
carried out for at least two years. 

Bolivia’s tin and lead produc- 
tion may rise if hopes for fewer 
labor difficulties are fulfilled. Al- 
though the currency is un ikely 
to drop in value much below the 
November, 1955 low, new ex- 
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Overseas Markets in 1956 


change regulations and an official 
devaluation are in the offing. The 
economy will make slow improve- 
ment as demand for lead is high 
and prices are on the way up- 
ward. Bolivia will enter into an 
agreement with foreign debtors 
and thus qualify for a loan from 
the U. S. However, hopes are dim 
for increased exports to Bolivia 
for the next few years as the 
country is close to bankruptcy 
and is faced with the severest in- 
flation in all Latin America. 

Once the Brazilian exchange 
reform, with the necessary de- 
valuation, is approved by Con- 
gress, yOu can count on more lib- 
eral authorization on _ import 
licenses by the Banco do Brazil. 
U. S. shipments to Brazil next 
year will recover at least one- 
half of the 30% drop registered 
in 1955. That would place total 
exports to Brazil at approxi- 
mately $390 million, compared 
with $340 million this year. How- 
ever, huge coffee surpluses will 
be the country’s prime worry. 
New markets must be developed 
in Europe, while trade with the 
Iron Curtain countries will in- 
crease. The multilateral trade 
pool with the Western European 
nations will help exports to that 
area. 

Devaluation of the Brazilian 
cruzeiro to the free market rate 
is certain. Chances are the cru- 
zeiro will weaken to around 80 
to the dollar by midyear. More 
development loans, especially 
heavy equipment for power and 
transport, will be forthcoming as 
the new Chief Executive has close 
friends in both the Export-Import 
Bank and World Bank. But it 
will be at least five years before 
Brazil pulls herself out of the 
present plight and your ship- 
ments become normal once again. 

American exports to Chile 
should improve gradually in 1956 
as the present low status of cop- 
per inventories throughout the 
world means continued high de- 
mand for the metal. Copper quo- 
tations will remain on the firm 
side, even though they will not 
maintain the top price reached 
earlier this year. 

Revenues from copper alone 
should exceed $20 million if the 
country does not suffer more than 
the average number of work days 
lost to labor strife. Here lies the 
main root of trouble in Chile’s 
economy. With new uses con- 
stantly being found for copper, 
Chile could become a top market 
for you once inflation is halted, 
thus permitting a stable wage for- 
mula to prevent strikes. The 
Government recently has enlisted 
the aid of foreign financial ex- 
perts and there is no doubt the 
economic reform to be drawn up 
will recommend another devalua- 
tion before long. 

Colombia’s exchange situation 
is expected to get worse before 
improving. Exporters will con- 
tinue to be cautious while many 
will tighten terms and place ceil- 
ings on shipments. Heavy world 
coffee supplies will add an extra 
burden on Colombia, whose prices 
for the bean will have to drop in 
order to compete more advan- 
tageously with other types. The 
present backlog of approximately 
$150 million to U. S. exporters 
will not be liquidated in 1956. Nor 
is an official devaluation of peso 
anticipated since high import 
taxes have the same effect. A 
single cheerful note is the expand- 
ing foreign private investment in 
Colombia, despite the growing 
political unrest in the Republic. 

Import curbs probably will be 
tightened in Ecuador this year. 
Exporters can count on a drop in 
sales to this Republic as the Gov- 
ernment begins to feel the squeeze 
from reduced exchange earnings. 
In 1955 the gain in purchases from 


the U. S. was roughly 7%. Col- 
lection delays—which are up to 
two months for the first time in 
over a year—will increase. For 
the long-term, however, Ameri- 
can businessmen have great con- 
fidence that this well-diversified 
economy will be an expanding 
market. 

German and U. S. investors who 
have built plants in Peru during 
past few years find their invest- 
ments paying off nicely. As a re- 
sult, they have been taking heavy 
remittances from earnings out of 
the free market, thus causing the 
sol to weaken. However, there is 
little doubt that the currency will 
strengthen before long and pay- 
ments to American exporters will 
be accelerated. Another 5% gain 
in U. S. sates to Peru is likely. 
The investment climate for for- 
eign capital will remain most at- 
tractive. Peru unquestionably is 
one of your top three most prom- 
ising Latin American markets for 
the next few years because of her 
unmatched stability resulting from 
the free enterprise system. 

Uruguay’s trade deficit widens 
and the entire economy appears 
to be headed for another crisis. 
Effects of adverse weather con- 
ditions on Uruguay’s crops are 
far more serious than first cal- 
culated. A sharp reduction in ex- 
port of the major dollar earners— 
wool, meat, hides and skins 
leaves the nation helpless. Amer- 
ican aid is the only solution and 
undoubtedly will result from 
President Batlles Berres recent 
trip to the U. S. The peso will 
be devalued to keep in line with 
Argentine currency while further 
tightening of import curbs are 
likely. 

It is now an old story to say 
“dollars are plentiful” in Vene- 
zuela. But the construction pro- 
gram can only be described as 
colossal, with no end in sight for 
the pouring of huge dollar earn- 
ings from oil into development of 
the economy. Washington’s orders 
to U. S. petroleum importers to 
reduce voluntarily Middle Eastern 
purchases will benefit Venezuela. 
American and European exports 
to Caracas will be allowed to ex- 
pand in order to keep pace with 
the nation’s industrial expansion. 
You can count on important 
growth of installment sales of 
consumer and agricultural hard 
goods for the next several years. 

In Central America, greatest 
change among the 10 Republics 
in the next 10 years probably will 
come in Honduras. The Govern- 
ment of this undeveloped nation, 
which has vast unexploited re- 
sources, will soon start a con- 
certed drive for private foreign 
investment, particularly from 
U. S. Honduras will sign a double 
taxation agreement with Wash- 
ington in 1956—the first with a 
Latin American country. The 
economy will regain some of the 
losses suffered from floods and 
strikes in recent years. Exports 
will be up while the recent loan 
from the World Bank for road 
construction equipment will stim- 
ulate imports. Additional financial 
assistance from the U. S. will be 
forthcoming. Guatemala, too, will 
be a better market because of an 
increase in technical assistance 
funds from the U. S. 


Costa Rican business will im- 
prove this year as the recent $9.3 
million Export-Import Bank loan 
to finance completion of the Costa 
Rican portion of the Inter-Amer- 
ican Highway will stimulate ac- 
tivity. Coffee crops will be smaller 
because of heavy rains while 
shipments of bananas to U. S. will 
earn more dollars. Nevertheless, 
imports will not increase despite 
the 20% dip in 1955. 

General conditions in Cuba will 
continue satisfactory as textile 
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lines show improveiient and the 
country prospers. The sugar 
carry-over is smaller than a year 
ago but political pressure in the 
U. S. will probably keep Cuban 
sugar quotas at present levels. 
Over the long-term, however, new 
uses of sugar to make detergents 
and to feed cattle will help the 
economy. Gold and dollar re- 
serves will remain strong while 
Havana will continue to expand 
trade with Russia. A deal for de- 
livery of 200,000 tons of sugar to 
Moscow early in 1956 already has 
been arranged. Last year U. S. 
exports rose 5% to $435 million. 
Cuba will remain your third larg- 
est Latin American customer, 
showing a slight increase in pur- 
chases over the years as a result 
of the normal growth pattern. 

The business situation in Mex- 
ico should be better this year than 
in 1955, which is considered one 
of the best years in Mexican his- 
tory. Severe hurricanes and floods 
in 1955 will necessitate unex- 
pected expenditures in 1956. On 
the positive side, the rains had 
the effect of filling Mexico’s dams 
for the first time, assuring good 
crops. Foreign reserves will reach 
$400 million by April, up $195 
million from 1954 total. The great- 
est Mexican worry is the U. S. 
cotton cGisposal program, which 
could easily spoil the third best 
market for the American ex- 
porter, next to Canada and the 
United Kingdom. 

Discreetness in “dumping” U.S. 
surpluses in order not to antag- 
onize more foreign customers 
rust be the watchword of Wash- 
ington’s farm policy in 1956. Mex- 
ico, for instance, offers a rapidly 
expanding household appliance 
market that could be diverted to 
Japan or West Germany with the 
least effort by these two competi- 
tors. Aided by rising purchasing 
power, Mexicans will buy 40,000 
refrigerators, 30,000 washing ma- 
chines and 150,000 stoves in 1956. 


Tension between Israel and the 
Arab countries is bound to have 
its repercussions on U. S. tirade 
with the Middle East. A 5% drop 
is likely in exports to this area. 
But some -sort of a “Marshall 
Plan” for the Middle East is in- 
evitable and will boost your ex- 
ports for the long-term. Iran, 
however, which will net over $250 
million in 1956 from oil sales, will 
buy more American goods and is 
the one bright spot in that vola- 
tile part of the world, although 
caution still is advisable. 


Egypt’s trade with Russia and 
her satellite countries will grow. 
New measures to ease imports 
from Roumania, Hungary and 
Czechoslovakia are being adopted 
and Egypt will exchange a trade 
mission with Peking. These steps 
will help Cairo dispose of cotton 
supplies and give her new mar- 
kets for cotton textiles. Egypt 
will also get financial assistance 
from U. S. to complete the huge 
Aswan dam, which in turn will 
boost her cotton crop production. 
The government is now resorting 
to barter trade, particularly with 
hard currency areas. Egyptian 
dealers of cotton, rice, onions, 
dates and other products are will- 
ing to ship to the U. S. under 
triangular-trade transactions and 
will accept Egyptian pounds or 
sterling in payment. 

Israel’s exports to dollar coun- 
tries are expected to rise 10% 
next year, principally because of 
expanding outlets in U. S. and 
Canada for Israel-made_ shoes, 
cotton piece goods, gifts and 
prints. Increased reciprocal trade 
with Great Britain also is ex- 
pected in 1956 as Israel is the only 
state in the Middle East that en- 
joys a favorable balance of trade 
with England. The chief worry is 
to keep a curb on inflation. Im- 
ports will fall as exchange is di- 
verted to greater defense expen- 
ditures. It will be some years 
before U. S. exports will show an 
appreciable ynprovement to Israel 
unless the Middle Eastern crisis is 
settled, which is unlikely. 


Increased shipments to Africa 
and the Far East wiil offset tne 
1956 decline in _U. S. exports to 
the Middle East. Belgian Congo, 
for instance, is *buying more each 
year from U. S.*eXporters in order 
to complete her vast road build- 
ing, hydroelectric power and min- 
ing projects. Commodity experts 
in New York are impressed with 
the rising influence of Belgian 
Congo coffee béans on world mar- 
kets. Increase@ earnings from 
coffee in addition to huge earn- 
ings from ores Make the Congo a 
choice country~ to sell to in the 
next 10 years. *One of the richest 
territories in “West Africa, the 
Gold Coast, surely will become a 
better trade an@ investment area 
for.the U. 8. businessman as ster- 
ling ties “are toosened. Output 
from gold, diafhond and mangan- 
ese mines is mounting steadily 
while new power projects make 
the Gold Coasttne of the leading 
aluminum proyiders of the ster- 
ling area. : 

Now ranking second among the 
world’s copper_producers, North- 
ern Rhodesia will rate more at- 
tention from U..S. and European 
exporters in beth the short- and 
long-term. This market will grow 
rapidly, along . with Southern 
Rhodesia and Nyasaland. 

The South African economy 
will benetit from tae recent $50 
million sterling,and U. S. dollar 
loans floated in the New York 
market which ,will help finance 
railway and harbor construction, 
as well as step up general busi- 
ness activity..South Africa’s 
steady dip in gold and exchange 
reserves in 1955. means import 
quotas will remain about the 
same. In 1955_U..S. exports to 
South Africa rose 20%. There is 
a growing demand for farm 
equipment, as agricultural pros- 
perity features the current prog- 
ress. More curbs to halt inflation 
will be requiréd. However, sur- 
veys show that South Africa will 
record a tremendous jump in na- 
tional income during the next 10 
years as a result of a number of 
expansive power and mining proj- 
ects. This mearis the appearance 
of an entirely new consumer 
durables markét for development 
by the American exporter. 


In the Far “East, rivalry for 
economic leadership between In- 
dia and Communist China will 
mark the long-range plans for the 
U. S. shipper. England will con- 
tinue to pressuré the White House 
into easing the embargo on Red 
Chinese trade. Indications point 
to some success this year, with a 
gradual relaxation of stringent 
controls over a period of time. 


Australia’s trade deficit will 
narrow in 1956. Higher duties and 
tighter import:.controls recently 
imposed will divert more trade to 
the sterling area-Creation of an 
export guarantee scheme _ plus 
other incentives to shippers will 
be introduced. Canberra will rely 
heavily on credit restrictions and 
deflation to limit imports further. 
Therefore, you must be prepared 
for a dip in exports to Australia 
this year. 

New foreign capital ventures in 
India, especially in the steel in- 
dustry, are of long-term nature 
and will not affect the 1956 out- 
look. Indian production § gains 
since 1945 are the greatest in the 
world and the present rate will be 
maintained. The second five-year 
plan, which runs to 1961, will 
place 30% in industrial investment 
and put less emphasis on agricul- 
ture. Recent trade fairs will boost 
exports to all areas but commer- 
cial relations with Eastern E irore 
will show the largest increase. 
U. S. foreign aid will not dip 
while development loars from 
Washington will .be granted. 

A new trend for the better defi- 
nitely appears in the Indores‘an 
trade outlook. After undergoing 
a tremendous number of major 
political and economic changes, 
there is a good possibility that the 
nation will find itself and begin 
the long-delayed recovery. Im- 
porters are satisfied with the new 


simplified license procedure. Ap- 
plications are being handled 
promptly, with a considerable 
larger percentage being app.oved. 
Spiralling inflation has been 
stopped. Export duties have been 
abolished or reduced. You can 
count on greater export sales by 
the Indonesians in 1956 while 
Government officials are likely to 
ease import requirements. More- 
over, prices for the nation’s prin- 
cipal exports are up to help boost 
income. 


Japan’s outlook is good. Textile 
production will increase in 1956 as 
a result of sharply rising con- 
sumer demand. Both imports and 
exports will gain with the great- 
est rise in trade with Latin 
America and the South East Asian 
countries. Commerce with the 
Communist nations will expa d 
only slightly. Although U. S. mili- 
tary procurements in Japan will 
decrease, the favorable kalance of 
payments will siay in the black, 
amounting to some $300 million. 
Gold and exchange reserves at 
$1.4 billion will continue to cover 
currency in circulation by 100% 
and the free rate for yen will 
strengthen. Tokyo’s economic 
gains will aid Washington in ics 
stand to oppose cottcn textile im- 
port quotas. 

The full force of the Korean 
aid program has been held back 
due to political differ2nces. 
Amount of assistance to Korea in 
1956 will double the $9) million 
received this year. Washington 
looks for a substantial jump of 
about 25% in private snipments 
to Korea. 

Devaluation of the rupe in 1955 
will help Pakistan’s jute and bur- 
lap exports more than originally 
anticipated. A new export promo- 
tion scheme to operate through 
September, 1957 will alsos boost 
sales. Betier commercial relations 
with India will have a tremendous 
impact on the Pakistani economy 
in general. Small but steady gains 
in your sales to Pakistan are pos- 
sible in the next few years. 

Prospects for immediate im- 
provement in the Philippines ex- 
change position are not very en- 
couraging. Rumors to devalue the 
peso must be discounted. Ameri- 
can shipment scarcely will be in- 
fluenced this year by the new 
duties effective as of the first of 
1956. But as the rates are auto- 
matically increased by agreement 
in succeeding years, U. S.-Philip- 
pine trade will be downward. 
Stability is the keynote of the 
Magsaysay regime. The Philip- 
pines will be one cof the main 
targets of American private capi- 
tal in the world now that the 17% 
remittance tax has been abol- 
ished. Purchase of heavy goods 
will expand in 1956 while import 
controls on luxury and_ staple 
items will be made more rigid. 
Manila’s trade deficit will improve 
Slightly as greater copra and 
sugar exports can be expected and 
new markets in the Far East will 
be sought. 

A more realistic allocation of 
dollar exchange by the Thailand 
Government can be expected in 
1956. Reports from Bangkok in- 
dicate a slight increase in pur- 
chases from U. S. is planned. 
However, essential items will be 
given absolute priority. 

America’s best marxet—Canada 
— will contract slightly now that 
Canadian currency has sl »ped to 
about par with the U. S. dollar. 
Although this will meke it more 
difficult to sell to Canadians, an- 
other spurt in the outflow of 
American private investment to 
Canada in 1956 will bring addi- 
tional dollars and once again force 
a slight premium on Canadian 
currency later in the year. Wide- 
spread recovery and_ industrial 
gains of 1955 will continue well 
into 1956, with an increase in out- 
put of 8% foreseen for the entire 
year. However, the widening 
trade deficit with the U. S. and 
the effect of America’s farm sur- 
plus disposal program make Otta- 
wa most uneasy. As long as Can- 
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ada complains about the crop 
dumping policy of Washington, 
certainly you cannot expect any 
rise in your exports. It must not 
be overlooked that the Canadians 
also have a billion-bushel surplus 
of wheat, sales of which have 
been stymied due to UW S. gifts 
abroad. 


A study of the needs of the 50 
markets analyzed above reveals 
that in contrast to last year, when 
most of the 10% U. S. export 
increase was in metals, machin- 
ery, vehicles, coal, steel and 
chemicals, the items which will 


show the largest gains in 1956 will 





be raw materials, producers 
goods, farm machinery, oil pro- 
ducing equipment and pipeline. 
Overseas sales of consumer goods 
and passenger autos will be sub- 
stantialiy lower. Of the 50 coun- 
tries, 33 will be better customers 
in 1956 than last year, compared 
with the 47 which expanded pur- 
chases from the U. S. in 1955. 
However, with foreign countries 
able to earn more dollars to spend 
in America because of the accel- 
erated import demand here to 
keep pace with the growing econ- 
omy, the New York exporter can 
look forward to just as good prof- 
its this year as in 1955. 
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How Long Can We 
Stand Prosperity 


time high. The only depressed 
area was in agriculture. 

Those who are attempting to 
analyze business activity, there- 
fore, are no longer confronted 
with the question of how much 
higher the economy can go. “It 
has gone about as far as it can 
go.” They now have to answer 
two questions. Can the economy 
remain at this level and, if it 
declines, how far will it fall? I 
do not wish to give the impression 
that it is not possible for the 
economy to grow because ob- 
viously that is not true. The point 
I am making is that the slack has 
been taken up and further growth 
Is dependent upon increased 
productivity, increased capital in- 
vestment, and the employment of 
the workers entering the labor 
force for the first time. Statis- 
tically, it is difficult to give an 
accurate measure of the rate of 
growth needed to accomplish 
these various objectives, but it is 
probable that an increase of about 
4% ner year in Gross National 
Product at present prices wou!d 
meet this requirement. It could, 
therefore, be expected that the 
Gross Naticnal Product would in- 
crease to about $415 billion at 
the end of 1956. This might 
measure Maximum capacity at the 
end of next year. I need only to 
remind you that Gross National 
Product increased at a rate almost 
twice that rate from the third 
quarter, 1954 to the third quarter, 
1955. Thus, the rate of increase 
will slow down perceptibly in the 
year zhead. It is equally accurate 
to say that signs of a slowdown 
in the rate cf increase are already 
apparent. [If this rate of growth 
can be maintained, it will be a 
significant achievement. Great 
effort to achieve it will be made 
by the government by employing 
as far as is possible the techniques 
of monetary and fiscal policy. The 
governmental authorities will at- 
tempt to achieve this goal by 
stimulating construction, expand- 
ing public works, and changing 
the rates of taxation. I do not 
mean that these policies will be 
pursued for nzerrow, partisan rea- 
sors. Whether the policies will be 
effective or not, the people of the 
United States, regardless of party, 
concur in the. desirability of 
utilizinz them to achieve the goal 


of a high and stable rate of 
growth. 
Ten years ago economic dis- 


cussion revolved about the ques- 
tion cf whether “full employ- 
ment” of resources end man- 
power could be achieved. Now the 
discussion is primarilv about the 
stresses and strains of “full em- 
ployment.” What are the prob- 
lems of a “full employment” 
economy and how should we deal 
with them? 


One of the most important is 
the problem of inflation. When 
capacity operation has been 


achieved, any further increase in 


purchasing power is likely to re- 
sult in an increase in _ prices 
rather than an expansion in out- 
put. Over the last six months 


there has been a tendency for 
prices to increase. The cost of 
living is slowly but steadily rising. 
The increase is measured in 
tenths of a point, however. The 
wholesale price index has been 
relatively stable over the last year 
but that is because a sharp de- 
cline in agricultural prices has 
offset an increase in prices of 
industrial commodities. The in- 
creases in the prices of industrial 
commodities have come about 
primarily because the demand 
for steel, non-ferrous’ metals, 
lumber, and other industrial com- 
modities has been great. There 
are, moreover, indications that 
further increases in prices will 
take place in the current month. 
The increase in industrial prices, 
while not the only determining 
factor, explains more clearly than 
anything else the reason for the 
“tight” money policy being fol- 
lowed by the Federal Reserve 
System. 

Much has been made in the 
past several months of the “tight” 
money policy. It has had severe 
critics but too often these critics 
have objected because monetary 
policy has interferred with their 
own business plans. Too often the 
criticism has been voiced by spe- 
cial groups. The monetary author- 
ities cannot by the very nature 
of monetary controls deal within 
specific problems. They must ex- 
amine the broad picture and 
regulate the supply of credit ac- 
cordingly. If credit is expanding 
too rapidly relative to the level of 
output, it means that prices will 
increase. Thus, one of the best 
guides to the soundness of credit 
policy is the trend of prices. It is 
a mistake, of course, to reduce 
monetary policy to such a simple 
formula, but a sound monetary 
policy would prevent a rapid rise 
or fall in prices. In general, there- 
fore, it would be correct to say 
that the monetary authorities 
have performed their function 
with imore than average skill. The 
Federal Reserve Board, as well 
as the other agencies of the gov- 
ernment influencing economic 
trends, has maintained about the 
right volume of credit. There may 
be room to criticize certain tech- 
nical maneuvers but these fall 
properly within the province of 
money market techniques. 

It was pointed out earlier that 
the critics of monetary policy 
frequently were_ objecting to it 
because of the harm —if I may 
use that word—that it was doing 
to their specific industry. This, 
I think, illustrates clearly a prob- 
lem which confronts all of us at 
a high level of employment. It 
is, of course, true that a monetary 
policy could be followed that 
would permit everyone to attempt 
to carry out his objectives but 
that would lead to disastrous in- 
flation. One of the problems of 
“full employment” then is to se- 
cure an understanding and, there- 
fore, accentance of the policies 
and objectives of the monetary 
and fiscal authorities. At this 
level of business activity, busi- 


nessmen and others must recog- 
nize that over-all considerations 
may result in policy decisions 
which limit the rate of growth of 
all industries. It must be realized 
by them that the burden of reg- 
ulation and control falls equally 
on all sectors of the economy 
since the objective is to permit 
expansion without inflation. 

The opinion expressed in the 
preceding paragraph is not meant 
to be a plea for businessmen and 
others to accept uncritically every 
decision of the monetary author- 
ity. The Federal Reserve System 
certainly does not feel that it 
alone knows what is best for the 
economy and that it is impervi- 
ous to criticism. The point I am 
making is that in an economy 
where monetary and fiscal powers 
are used to achieve “full em- 
ployment,” businessmen, labor 
leaders, and farmers must under- 
stand these policies, the manner 
in which they are utilized to 
achieve certain goals, and the ob- 
jectives sought. A failure to un- 
derstand is the greatest danger 
which now confronts us, because 
it could lead to inflation. 


The cautions about the dangers 
of inflation need to be reinforced 
with caution about another opin- 
ion which is widely expressed. 
Many people believe that we are 
in a period of permanent infla- 
tion, that inflation has become a 
way of life. The acceptance of 
this idea is dangerous for many 
reasons. In the first place, a 
proper monetary and fiscal policy 
would not permit inflation to 
continue unchecked. In the sec- 
ond place, it might lead to busi- 
ness decisions taken, not on the 
basis of business judgments, but 
on the expectation that inflation 
will make any decision mone- 
tarily a sound one. Finally, I 
think it is important to point out 
that nothing, including inflation, 
is permanent. 


A second problem of “full em- 
ployment” is the problem of try- 
ing to maintain it. In an earlier 
paragraph I indicated that, in 
order to provide for some expan- 
sion, capital investment would 
be necessary, even at a level of 
“full employment.” But the prob- 
lem of financing this expansion 
may be difficult. Likewise, there 
are difficulties in securing ma- 
terial for expansion. At the pres- 
ent time, for example, the demand 
for steel from the automobile 
companies is so great that it 
would be difficult to secure steel 
to expand a factory or to add 
new machines. There is also a 
question of maintaining the 
amount of purchasing power suf- 
ficient to maintain “full employ- 
ment.” It is true that disposable 
personal income could be _ in- 
creased through tax relief, but a 
budgetary deficit under condi- 
tions of “full employment” is ex- 
tremely unwise. No matter how 
pleasant a tax reduction would be 
next year, it would be unwise 
from an economic point of view 
as things stand now. This is a 
weapon which should be held in 
reserve. 

These points cover familiar 
ground and they are applicable 
to this as well as to any other 
period of “full employment.” It 
is necessary to examine the spe- 
cific factors in the economy which 
have led to the current period 
of “full employment” and to con- 
sider whether or not they can be 
expected to maintain this high 
level. Likewise, it is important 
to decide whether increases in 
some sectors will offset decreases 
in others. The current recovery 
has come about as the result of 
a rapid expansion in the sale of 
automobiles, a high level of hous- 
ing starts, inventory accumula- 
tion, and increasing capital in- 
vestments by business. It might 
be well to consider in turn each 
one of these. 


Domestic sales of automobiles 
reached an all-time high of al- 
most 7.5 million units in 1955. 


Output just fell short of eight 


million units. This represents an 
increase of more than 40% over 
the rate prevailing in 1954, and 
it is 20% above the previous all- 
time high reached in 1950. The 
increase in car sales was financed 
by a spectacular increase in con- 
sumer credit. It is generally con- 
ceded that the increase in auto- 
mobile sales was one of the most 
important contributors to the 
spectacular gain in industrial out- 
put. 


It is small wonder, therefore, 
that many analysts are beginning 
to question whether such a rate 
of car sales can be maintained 
in 1956. They are not forecasting 
that the rate will fall back to the 
1954 level, but they are forecast- 
ing a decline in sales to 6.5 mil- 
lion to seven million units. The 
reasons for expecting a decline 
are numerous. Many automobile 
dealers will tell you that in 1955 
they borrowed sales from 1956. 
It is also believed that buyers 
will pay off instalment debts on 
cars they now own rather than 
buy new ones. Finally, it is 
argued that this year’s models 
are not different enough from. last 
year’s to develop the psychologi- 
cal drive for a “new” car. In 
part, these dire forecasts have 
been borne out by actual expe- 
rience, and the dealers will tell 
you that consumer acceptances of 
automobiles in the last two 
months of 1955 was not up to 
expectations. This is true in spite 
of a tremendous sales campaign. 
While it is not conclusive, those 
of you who are interested in sell- 
ing and who have stated that new 
sales techniques can be used to 
sell our way out of any depres- 
sion might well reconsider that 
argument on the basis of the re- 
cent volume of automobile sales. 
In spite of your best efforts and 
those of your advertising firms, 
cars are not moving into the 
hands of consumers in as great 
a volume as is necessary to pre- 
vent a slowdown in the automo- 
bile business. 


The question is, will automo- 
bile sales be maintained at or 
near the current level and I think 
the answer is definitely no. With- 
out presenting the _ statistical 
argument for this point, it is 
probably valid to forecast that 
automobile sales will decline to 
a level of 6.5 million units to 
6.75 million units. A decline of 
this amount would mean a con- 
traction of about $3 billion ac- 
cording to Gross National Prod- 
uct data. It will be necessary, 
therefore, in order to maintain a 
high level of employment, to find 
an offset for that $3 billion de- 
cline in Gross National Product. 


Housing in 1955 received a 
great stimulus as the result of 
the Housing Act of 1954. Early 
in 1955 housing starts reached an 
annual rate of 1.5 million but this 
rate has subsequently been re- 
duced because credit has been 
limited. Experts in the field be- 
lieve that there will be a further 
decline next year. Total housing 
starts are expected to be down 
about 10%. Because the houses 
now being built are larger and 
better equipped, it is believed 
that the dollar volume will be off 
about 5%. Other types of con- 
struction are expected to advance 
so that the net effect of construc- 
tion expenditures in 1956 will be 


a slight increase. According to 
the Department of Commerce 
figures, the increases may be 


about $2 billion, and F. W. Dodge 
estimates tend to concur. 

There is a popular belief that 
the Administration will do all in 
its power to maintain a high level 
of industrial activity in an elec- 
tion year and it will, therefore, 
modify housing credit terms tc 
stimulate a renewed boom in 
residential construction. Most of 
the measures to curb housing 
credits have been taken by the 
FHA, the VA, and the Home Loan 


Banks. While statements critical 
of mortgage warehousing have 
been attributed to Federal Re- 
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serve officials, it is incorrect to 
say that they have as such limited 
housing credit. It must, of course, 
be pointed out that more state- 
ments about housing credit have 
apparently been made by them 
than about any other sector of 
the economy. If a relaxation of 
housing curbs does come, it is 
fair to wonder whether or not it 
will stimulate a great demand for 
housing. Family formation has 
been reinforced by the movement 
of families from farms into the 
cities where they provide addi- 
tional demand for homes and 
there has been some demolition 
of homes in connection with the 
building of new throughways. 
These trends have justified the 
current demand for housing, and 
it is probable that they will con- 
tinue for some time. But a new 
and higher level of housing starts 
cannot in all probability be main- 
tained for long. It is, therefore, 
doubtful whether the government 
can apply to housing the same 
type of stimulus that it applied 
in 1954. 

Surveys indicate that plant and 
equipment expenditures by busi- 
ness enterprises will expand in 
the next year by an amount ap- 
proximately equal to $3 billion. 
More accurate information will, 
of course, be available when the 
SEC-Commerce survey is released 
in March. Anyone who reads the 
newspapers knows that business 
is planning to expand further, and 
hardly a day goes by that some 
company does not announce plans 
to svend millions of dollars to 
modernize old facilities or to 
build new ones. 


Another reason why the econ- 
omy is operating at such a high 
level is that businessmen have 
been rebuilding inventories. This 
accumulation has in part been 
forced by the need for more goods 
to support the higher level of 
industry, but it has also been 
necessary to accumulate stocks of 
scarce commodities. According to 
the newspapers, even the govern- 
ment is having trouble getting 
copper to make pennies, and is 
reported to have borrowed it from 
the stock-pile of strategic war 
commodities. It is probable that 
inventory accumulation will cease 
to be an important factor in the 
economy in the next year, and the 
decline will probably be about 
equal to the expansion in plant 
and equipment expenditures. 


In the speech which I gave you 
in. 1953, I said that the decline 
in business would continue until 
it was offset by increases in mili- 
tary and other governmental ex- 
penditures either directly or in- 
directly. I was half right in that 
the government stimulated hous- 
ing expenditures, but my forecast 
of an increase in military ex- 
penditures proved to be incorrect. 
I now will reiterate the forecast 
of an increase in military ex- 
penditures, not because I feel that 
if I reiterate a forecast often 
enough it will prove true, but 
because the international situa- 
tion almost compels an increase 
in military expenditures. In spite 
of the desire of the government 
to balance the budget, military 
expenditures for guided missiles, 
new types of aircraft, and atomic 
weapons are almost certain to in- 
crease. The Geneva thaw in the 
cold war has ended. 


Moreover, we are probably em- 
barking upon a long-range pro- 
gram of economic aid to foreign 
countries in competition with the 
Soviet Union. Apparently, both 
the Eastern nations and the West- 
ern powers are going to appro- 
priate some portion of their phys- 
ical outputs to aid in the de- 
velopment, of backward countries. 
This is a long-term program and 
it unquestionably will lead to an 


increase in governmental ex- 
penditures. It will take time for 
the American program to be 


formulated, to secure Congres- 
sional approval, and to be under- 
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Directors Elected 
Medley G. B. Whelpley 


directors of Knickerbocker 
Shares, Inc., distributors of 
Knickerbocker Fund and Capital 
Venture Fund. Mr. Whelpley is 
a trustee of American Surety Co. 
of New York, and a director of 
Kennecott Copper and U. S. Rub- 
ber Co. 

Mr. Cullen, President of The 
Treaty Management Corp. is a 
trustee of East Brooklyn Savings 
Bank and a director of the Insur- 
ance Society of New York Inc. 

William D. Pettit, a director of 
Knickerbocker Shares, Inc. has 
been advanced to the post of 
Executive Vice-President. He is 
a Vice-President and director of 
Capital Venture Fund, and a part- 
ner of Karl D. Pettit & Co. 


Stocks for Income 
through 
National Stock Series 
a mutual fund, the primary ob- 


jective of which is to provide an 
j investment in a diversified group 
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i 

| 

! 


of common stocks selected be- 
cause of their relatively high cur- 
rent yield and reasonable ex- 


pectance of its continuance with 
regard to the risk involved. Pros- 
pectus and other information 
may be obtained from your in- 
vestment dealer or: 


National Securities & 
Research Corporation 
Established 1930 
120 Broadway, New York 5, New York 
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PUTNAM 


FUND 
of Lioston 


PuTNAM FunD DistrisuTtors, INC. 
50 Strate Street, Boston 
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invest in 


ATOMIC SCIENCE 


through 
ATOMIC 
DEVELOPMENT 
MUTUAL 
FUND, INC. 


GET THE FACTS AND FREE PROSPECTUS 





| Atomic Development Securities Co., Inc. 


1033 THIRTIETH STREET, N. W., WASHINGTON 7,0. C. 
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| Keystone 
Custodian Funds 


BOND, PREFERRED AND 
COMMON STOCK FUNDS 


The Keystone Company 

30 Congress Street, Boston 9, Mass. 
Please send me prospectuses describing 

your Organization and the shares of your 

ten Funds, D 150 
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New International Fund Started 


Proposing to take advantage of more rapid economic growth 
of the free world outside the United States, International In- 
vestors Incorporated is in operation on a national scale ac- 
cording to an announcement by John C. van Eck, Jr., President 
of the new mutual fund, and head of Van Eck Management Corp., 
its investment advisor. 

In announcing activation of the new company, one of .the few 
funds with investments primarily in leading worldwide securities, 
Mr. van Eck disclosed plans “to specialize in selected ‘blue chip’ 
foreign investments in that half of the free world’s economy that 
lies outside the United States. 

“With a greater overall postwar rate of economic growth, 
greater security values than in the United States, and with an 
improving world political climate, I believe that many foreign 
securities offer attractive opportunities for growth. In my opinion, 
we are entering a new phase of successful private foreign port- 
folio investment,’ Mr. van Eck stated. 

“International Investors is designed to offer American inves- 
tors a practical, informed, carefully-supervised, and diversified 
way of participating in this growth abroad. It is important to 
note that International Investors qualifies under Federal tax law 
permitting foreign withholding taxes to be passed on to U. S. 
shareholders as income tax credits,’ Mr. van Eck pointed out. 

He emphasized as part of the reason for the formation of 
International Investors, the more rapid rate of economic ex- 
pansion abroad than in the United States, citing an 11% average 
annual increase in petroleum consumption, compared with 5% 
in the United States, between 1948 and 1955; a gain in number 
of motor vehicles in use during the same period of 11% annually, 
compared with 6% in the United States; and an overall industrial 
foreign annual rate of growth of 7.8% in the sare seven years, 
compared with a U. S. increase of approximately 4%. 

“Also favorable to growth prospects of companies in the 
free world outside the U. S., are the higher profit margins that 
frequently prevail abroad,’ Mr. van Eck pointed out, citing the 
substantially higher ratio of 1954 net income to sales from foreign 
operations of such companies as American Radiator, whose do- 
mestic earnings on sales were 5.4%, against 10.8% for their 
foreign subsidiaries; Colgate-Palmolive, 3.1% compared with 6%; 
and Olin Mathieson Chemical, 7.2% compared with 13.7% on 
foreign operations. 


“It is cur belief,” Mr. van Eck said, “that many other Ameri- 
can investors would welcome the opportunity to participate in 
this growth and profit situation, but either feel unqualified to 
select investments properly, or lack the means to achieve satis- 
factory diversification.” 

Mr. van Eck cited five factors which, he said, underlie its 
management’s belief that selected foreign securities offer signifi- 
cantly attractive opportunities for long term income and capital 
appreciation: 


(1) The long-term economic growth abroad will continue 
to be rapid, especially in certain areas; 


(2) The greater investment values now often obtainable 
abroad in terms of lower price-earnings ratios and higher yields 
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CANADA GENERAL FUND 


(1954) LIMITED 

















Bond Suid 


OF BOSTON 





A prospectus relating to the shares of any of these separate 
investment funds may be obtained from authorized dealers or 
VANCE, SANDERS & COMPANY 
lil DEVONSHIRE STREET 
BOSTON 


CHICAGO 
120 South LaSalle Street 





NEW YORK 
61 Broadway 
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210 West Seventh Street 







































will become increasingly recogn 
confidence develops; 


ized. by American investors as 


(3) The political outlook abroad will continue. to improve . 
gradually (lower taxes, sounder monetary policies, more favorable . 


attitudes toward American investors); } 


(4) There will be a gradual 


. 


4 
integration of the Free World’s 


economy by progress toward convertibility of major currencies 


and by the removal of many of 


the remaining trade restrictions 


thereby leading to an era of expanding world trade; and 


(5) The United States will 
on certain foreign raw materials. 


become increasingly dependent 


The fund, he pointed out, will also give investors an oppor- 
tunity to invest in selected foreign companies which have wholly- 


owned U. S. subsidiaries. 





American Economy To Hold Gains 


Made In 195 


The American economy this 
year will be at least as good as 
last year, and may possibly edge 
ahead of 1955’s all-time highs in 
some areas, according to “Per- 
spective,’ the monthly publication 
of the Investment Management 
Department of Calvin Bullock. 

Gross National Product is seen 
as rising to $403.2 billion for the 
year as compared to $387.2 billion 
for 1955, according to the forecast 
which noted that the 1956 Gross 
National Product total included 
rises in personal consumption, 
private investment, and govern- 
ment spending. 

Corporate profits, the article 
reported, may not materially 
differ from the $21.5 billion 
reached in 1955. 

The sole soft spot in ‘“Prospec- 
tive’s” picture of the 1956 econ- 
omy is the expected decline in 
consumers’ purchases of durables, 
seen as falling to $33.8 billion 
from the total of $35.3 billion of 
last year. 

To offset this, purchasers of non- 
durables, and expenditures for 
services are all seen as rising. 
Savings are also expected to rise, 
up to $21.1 billion from the $17.1 
billion in 1955. 

Other forecast 
cluded: 

Government spending, encom- 
passing national security, Federal 
non-defense purposes, and state 
and local services and facilities, 
will hit $79.7 billion compared 
with 1955’s $75.9 billion. 

There will be a “fairly substan- 
tial” rise this year in private 
investments in plants, inventories 
and general construction. How- 
ever, there maybe ae certain 
amount of “froth” in industry’s 
expansion plans which an adverse 
breeze could blow away. 

Inventory accumulation will be 
at a $6 billion annual rate for the 
first and second quarters of +956. 

Consumer prices will stabilize 
at about current levels, with busi- 
ness later this year possibly ab- 
sorbing increased labor costs, 
equal to or slightly in excess of 
savings from greater labor pro- 
ductivity. 

Indications show this year’s 
supply of savings will be more 
nearly adequate compared to 
credit requirements. First half of 
1956, however, will probably see 
a continued strong demand for 
short-term funds to finance high- 
er inventories and receivables and 
to supply cash for the seasonally 
heavy tax payments. 

The decline in housing starts 
throughout last year points to re- 
duced spending on_ residential 
construction this year, approxi- 


highlights in- 


2, Bullock Reports 


mately $14.1, well under last 
year’s $16.5. Restrictions on mort- 
gage credit rather than a filling 
of housing cemands have beeen 
principal restrictive factor, “Per- 
spective” states. 


Affiliated Fund 
Assets Now At 
$345 Million 


Affiliated Fund, New York’s 
largest investment company, re- 
ports net assets of $345,692,494 on 
Jan. 31, 1956, equivalent to $5.86 
per share on 59,016,350 shares 
outstanding on that date and com- 
paring with $5.68 a share on Oct. 
31, 1955. after adjustment for pay- 
ment of a 3l-cent capital gain 
distribution to shareholders of 
record November 1, 1955. 


Net income for the quarter was 
$3,726,019 and a net profit from 
sales of securities $2,007,214. Com- 
mon stocks account for 89% of 
assets, the fund reports. 


Philadelphia Fund net asset 
value per-share rose to $18.31 
from $15.82 at the 1954 year-end 
—a 20.4% increase after adding 
back capital gain distributions 
paid during 1955 of 73¢ per share. 

The fund’s investment position 
at the year-end: About 85% of 
total net assets in common stocks 
and 15% in _ bonds, preferred 
stocks and cash—about the same 
proportions as a year ago. The 
effect of the sharp rise in the 
prices of many of the _ stocks 
owned was offset by additions to 
holdings of bonds and cash. 


The “President’s Letter” com- 
ments as follows: “The recent 
large proportions in equities have 
reflected the Investment Commit- 
tee’s belief that the existing and 
anticipated general economic sit- 
uation warranted a strongly ag- 
gressive position. Defensive hold- 
ings will he increased substan- 
tially whenever, in the Commit- 
tee’s judgment, conditions appear 
to call for greater caution.” 


Wisconsin Fund 


New assets on Dec. 31, 1955, of 
Wisconsin. Fund, Inc., a mutual 
fund, reached an all-time high of 
$10,644,941 or $5.84 a share as 
compared with $7,930,260 or $5.19 
a year earlier, as indicated in the 
fund’s annual report. During the 
year, four quarterly dividend pay- 
ments were paid from investment 
income which totaled 19 cents a 
share compared with 18 cents in 
1954. 
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Keystone Begins 
Living Trust » 

I Me FZ .. . . ; 5 e a ’ 
nvestor Service 
Mr. S. L. Sholley, President. of 

Keystone Custodian Funds, Inc., 
has announced the. establishment 
of a new service—the Keystone 
Level Payment Living Trust—de- 
signed to help Keystone share- 
holders to bridge the gap of pro- 
bate procedures and to provide 
level payments from an invest- 
ment estate to beneficiaries. 

The trust is revocable, and the 
settlor acts as his own Trustee 
during his lifetime and uses the 
Keystone Open Account Plan for 
periodic investing as a means of 
building capital to support the 
designated payments to his bene- 
ficiaries upon death. 

“The trust does not reduce es- 
tate taxes” Mr. Sholley said, “but 
it does segregate the capital in 
trust from the balance of the in- 
vestor’s estate, thus saving admin- 
istrative costs and avoiding the 
delay and publicity of probate 
procedure.” 

In establishing a Level Pay- 
ment Living Trust, the settlor pre- 
determines the amount of monthly 
or quarterly payments he. feels 
will be necessary for the support 
of his widow or other beneficiar- 
ies—and in effect on a conserva- 
tive basis sets himself a goal of 
approximately $30,000 of capital 
for .each $100 a month payments. 
In addition to building the trust 
through periodic investing during 
his lifetime, the settlor may. there- 
fore also direct that insurance 
proceeds and-other liquid assets 
remaining in his estate after set- 
tlement be added -to the trust: in 
order to achieve this goal. 

Payments are made from-».ac- 
cumulated net investment income 
and, when necessary, are com- 
pleted by the use of capital. Where 
payments are consistently in ex- 
cess of available income, there- 
fore, the withdrawal of capital 
must be expected to exhaust the 
trust over a period of time. The 
length of time payments may be 
expected to continue will thus de- 
pend upon the amount of capital 
originally placed in trust, the sub- 
sequent fluctuations in security 
value and income earnings, and 
the size of the payment requsted. 

“Obviously no one likes to in- 
vade capital if it can be pre- 
vented,” Mr. Sholley stated, “and 





Personal Progress 


ROBERT E. SMITH, previously 
associated with the Tricontinen- 
tal-Broad Street group of com- 
panies, has been appointed Re- 
gional Manager of Distributors 
Group, Inc., sponsors of the mu- 
tual funds of Group Securities, 
Inc. Mr. Smith’s territory will in- 
clude the States of Ohio, Indiana, 
Kentucky, West Virginia, as well 
as Western Pennsylvania. 


Mr. Smith, a native of Ohio, is 
a graduate of the University of 
Michigan, former Vice-President 
of the Alpha Delta Phi Alumni 
Club of New York and served as 
a Major in the Air Force, prior to 
which he was associated with the 
National City Bank of New York. 
Mr. Smith will make his head- 
quarters at 19801 Winslow Road, 
Cleveland. 


The appointment of Alexander 
Fraser to the Advisory Board of 
the Investment Company of 
America was announced. 

Mr. Fraser is a Director and 
member of the Executive Com- 
mittee of the Mercantile Trust 
Company of St. Louis and a Di- 
rector of the Mercantile-Com- 
merce National Bank in St. Louis: 
He was formerly Chairman of the 
Executive Committee and prior 
to that President of Shell Oil Co. 

In addition, Mr. Charles H. 
Schimpff, Vice-President of the 
company, has assumed the office 
of Treasurer and Mr. David A. 
Gibb has been elected Secretary. 


-settlors may be expected to do 


everything possible to see to it 


Ahat when payments begin to ben- 
-eficiaries, an adequate amount of 


capital will have been accumu- 
lated to support them for an in- 
definite period of time. 


“But when the amount of cap- 
ital available to widows and de- 
pendents is limited and they are 
without other immediate sources 
of income, they will in any event 
be forced to draw upon it to meet 
their minimum living needs. Even 
under these circumstances, the 
Keystone Level Payment Living 
Trust enables the settlor to pro- 
vide for an orderly liquidation of 
the estate—and possibly to extend 
the period of time during which 
his beneficiaries must adjust to 
changes in their standard of liv- 
ing and to find other sources of 
income on which to live when the 
estate has finaly been exhausted.” 


Three Factors 
Now Point To 
Business 


Rising population, increased 
productivity and expansion of real 
income all point to a promising 
long-term outlook for the nation’s 
economy, A. Moyer Kulp, Vice 
President of the $490,000,000 Wel- 
lington Fund, stated in Pittsburgh. 

Mr. Kulp told more than 100 
investment dealers and securities 
salesmen attending Wellington’s 
Sales Clinic that patience as well 


as confidence probably will be 
‘needed; because long-term growth 


is a gradual development and 
quite different from the explosive 
inflation and war booms experi- 
enced in World War II and the 
Korean War. 


Discussing stock market trends, 
the Wellington Fund executive 
said the long sustained rise in the 
common stock market during the 
past several years is believed to 
have brought many previously 
lagging stock values fully in line 
with the level of business activity, 
corporation earnings and divi- 
dends. 


“Tf the stock market is now in 
balance with the economy, it 
should be more sensitive to future 
developments both favorable 
and unfavorable. Therefore, one 
should be certain that common 
stocks held are reasonably priced 
and in the most favorably situated 
companies from both the short- 
term and long-term standpoint. A 
prudent stockholder would not be 
justified in carrying more com- 
mon stock than his investment 


objective called for,’ Mr. Kulp 
stated. 
Mr. Kulp’s address was the 


highlight of a day-long session at 
the Hotel Wm. Penn at which offi- 
cials of Wellington Fund dis- 
cussed effective selling tech- 
niques and outlined various new 
Wellington services for dealers 
and salesmen. 

A. Bruce Brower, Pittsburgh 
district representative and Milton 
Fox-Martin, manager of dealer 
relations of Wellington Fund, 
were in charge of the day’s pro- 
gram. 


Science Fund Sales 


Science & Nuclear Fund reports 
gross sales of $880,000 for its first 
eight months ended Dec. 31, 1955. 
The Fund was launched last May 
with assets of $111,000, or $10 a 
share, and closed 1955 with total 
net assets of $941,000 or $10.76 a 
share. 

In this period, shareholders in- 
creased to upwards of 500 as com- 
pared with less than a score ini- 
tially. 


With Taylor & Co. 


(Special to Tue Financial CHRONICLE) 


CHICAGO, Ill.—Clifford Black- 
burn bas joined the staff of Tay- 
lor & Co., 105 South La Salle 
Street, members of the Midwest 
Stock Exchange. Mr. Blackburn 
was previously with Waddell & 
Reed, Inc. 
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Fidelity Fund 
Assets at Peak 


In_1955 the number of Fidelity 
Fund shareholders, shares out- 
standing and total net assets all 
reached new highs continuing the 
trend which has _ characterized 
the history of the fund. 


Fidelity Fund shareholders also 
received the highest dividends 
per share from net income in the 
fund’s 26-year history. The divi- 
dends from investment income 
totaled $0.53 per share compared 
with $0.48% in 1954 and $0.45 two 
years ago. 


As of Dec. 31, 1955, Fidelity 
Fund reported net asset value of 
$217,596,660, an increase of 33% 
over the net asset value of $163,- 
686,953 at the end of 1954. This 
is a new high in the net asset 
value of Fidelity Fund. 


Net asset value per share as of 
Dec. 31, 1955, was $14.80, com- 
pared with $12.99 on Dec. 31, 1954. 
A distribution of $0.31% per share 
from long-term capital gains 
realized in 1954 was distributed 
on Feb. 1, 1955. 


Century Shares Trust, oldest 
and largest mutual investment 
company specializing in insurance 
company and bank stocks, reports 
total net assets of $55,117,390 at 
the close of its 28th year on Dec. 
31, 1955, amounting to $26.26 per 
share on 2,099,253 outstanding 
shares. These figures compare 
with net asets of. $51,384,473 <at. 


the end of 1954, equal to .$24.94- 


per share on the 2,062,592 shares 
then outstanding. During the year 
the number of shareholders in- 
creased by more than 11%, from 
6,230 to 6,920. 


In their annual report to share- 
holders, the trustees review the 
growth of the insurance and 
banking industries in the 10 years 
since the end of World War II, 
and point out that: 


“The impressive growth was 
accompanied by higher prices for 
insurance and bank stocks. This 
was reflected in the net asset 
value of shares of Century Shares 
Trust which, on the basis of pres- 
ent shares, has risen from $11.63 
per share on Dec. 31, 1945. In- 
cluding the capital gains distribu- 
tions of $1.7614 per share paid in 
the 10-year period there was a 
total appreciation of $16.3944 per 
share, or 141%.” 


The report also observes that 
operating expenses of the Trust 
in 1955 amounted to 36/100 of 1% 
of average net assets, compared 
with 39/100 of 1% for 1954, and 
notes that this is among the lowest 
expense ratios in the investment 
company field. 


The year-end diversification of 
the Trust’s investments showed 
approximately 53% in the fire 
and casualty insurance field, 35% 
in life insurance company stocks 
and 10% in bank stocks. 


Massachusetts Life Fund’s 
shares outstanding, total net as- 
sets, and net asset value all 
reached new highs in 1955. As of 
Dec. 31, 1955, the fund reported 
total net assets of $27,121,953, a 
more than 26% increase over the 
previous year’s figure of $21,447,- 
280. Net asset value per share at 
year-end on 709,054 shares out- 
standing was $38.25, compared 
with $35 on 612,723 shares a year 
ago. 


The Investment Company of 
America completed a record year 
during 1955, President Jonathan 
B. Lovelace said in his 22nd 
annual report to shareholders. 


Total net assets increased 57%, 
reaching $76,456,174, compared 
with $48,807,564 at the end of 
1954. Number of shares outstand- 
ing rose from 5,857,142 to 8,117,- 
926, and the number of share- 
holders increased from 15,345, to 
28,461. Net investment income 
and net asset value per share also 
reached new highs. 


Continued from page 39 
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How Long Can We 
Stand Prosperity 


taken, but it will provide an im- 
petus to Federal expenditures. 


Governmental expenditures at 
the state and local level, as well 
as highway, schools and other 
public works expenditures, will 
undoubtedly show the same rate 
of increase that has characterized 
them over the last several years. 
We have a tendency to exaggerate 
the amount of money that is 
likely to be spent for programs 
of this nature. As a result, high- 
way programs are formulated in 
terms of $101 billion and school 
programs in billions of dollars. 
Actually, there has been and will 
continue to be a small but steady 
increase in expenditures of this 
type. 

The only area which has not 
been examined in detail has been 
the area of consumer spending 
with the exception of the state- 
ments I have made about the 
market for automobiles. The per- 
sonal income is now at a level 
only slightly short of $310 bil- 
lion a year and taxes take about 
$36 billion. Disposable personal 
income is, therefore, about $274 
billion and savings’ probably 
amount about to $16 _ billion. 
Spending, therefore, may be cur- 
rently at a rate of about $258 
billion. If the conclusions reached 
earlier are valid, it probably 
means than personal income will 
be maintained at least in the first 
half of 1956 at about. current 
levels and may rise slightly. Con- 
gressional action will delay any 
tax cut until the middle of the 
year, and it would be unwise to 
cut taxes’at all in view of the 
high level of business activity. 
Disposable personal income prob- 
ably will not rise, therefore, and 
individuals are likely to use part 
of their funds to reduce their 
debts. The sale of durable goods 
can be expected to decline mod- 
erately. Expenditures for non- 
durable goods may show a small 
rise and the steady increase in 
expenditures for services will be 
maintained in 1956. 

This analysis leads to the con- 
clusions that business activity is 
likely to be maintained at a level 
close to the current one, but it 
seems improbable that it will 
grow sufficiently to take care of 
the expansion in the population 
and the increase in productivity. 
This analysis also emphasizes the 
fact that, since there is no sector 
in which a substantial impetus 
can be found, it is possible to con- 
clude that the economy becomes 
more vulnerable to sudden down- 
ward pressures. 


Thus far, the probable develop- 
ments in the next year have been 
considered, but I would like to 
draw your attention to the fact 
that there are certain underlying 
factors in the economy which are 
unfavorable or which may be- 
come unfavorable. These are the 
factors which cause me to believe 
that we are probably close to a 
turning point in the level of in- 
dustrial activity. Capital expendi- 
tures are now proceeding at a very 
rapid rate. Business is expanding 
its capacity to a level at which 
the output of goods could far 
exceed possible consumer de- 
mand. I am well aware of the 
technical economic problems, but 
what happens when we have 
reached a condition of oOver-in- 
vestment? Business will probably 
reduce capital expenditures under 
those circumstances. It has fre- 
quently been stated that business 
men make long-term capital com- 
mitments, but it has been shown 
over the past year that invest- 


ment intentions can change. At 
the beginning of last year it was 
anticipated that plant and equip- 
ment expenditures would decline. 
But the willingness of consumers 
to buy caused business men to 
revise upward capital expendi- 
ture estimates each quarter. Ex- 
actly the reverse might happen 
this year, certainly, there is a 
time not too far in the future 
when capital expenditures will be 
curtailed for a temporary period 
of readjustment. 


It is now popularly believed 
that we could never have another 
depression similar to 1929-1933. 
We depend upon “built-in” sta- 
bilizers to offset income lost due 
to unemployment and lower 
prices. We stress the _ success 
achieved with cyclically balanced 
budgets and monetary and fiscal 
powers. There have been other 
times in the past when people 
have believed that by various 
techniques “good” times had been 
made permanent and it has been 
found that they were wrong. It is 
true that we have a greater de- 
gree of economic knowledge and 
understanding about the process 
of industry than we have ever 
had. Men in business, banking, 
and industry study economic 
trends. Students of economics 
will be quick to caution that we 
do not know enough abeut the. 
economic process to be sure of 
successfully . managing them.. We. 
do not know so much about the 
behavior of business men and con- 
sumers as we need to know. It 
is possible that capital invest- 
ment could cease, or individuals 
could stop buying for some reason 
we do not envisage. It may be 
that the “built-in” stabilizers are 
relatively less effective than they 
were when the economy operated 
in a somewhat lower level. Agri- 
cultural support prices have been 
reduced. Unemployment  insur- 
ance payments are probably rela- 
tively smaller in relation to in- 
come earned from working than 
they were originally. It may be 
that the depression in agriculture 
will spread inevitably to the rest 
of the economy. It may be that 
economic disturbances in other 
countries of the world will be 
transmitted via a decline in im- 
ports and exports to the United 
States. It would be possible to go 
on listing areas in which weak- 
nesses may appear. Currently, 
these dangers appear insignificant 
but they could become much more 
important. 


I have tried to say that business 
activity in the first part of this 
year will be subject to differing 
pressures which will maintain it 
at or close to current levels. It 
is possible that depressing factors 


will lead to a moderate downturn 
in the last half of 1956. In either 
event, it seems unlikely that a 
rate of growth sufficient to main- 
tain full employment will be 
achieved. Brief reference was 
made to some of the problems as- 
sociated with “full employment” 
and the methods of curbing in- 
flationary forces associated with 
a high level of operation. From 
a longer run point of view, it 
seems probable that we are at 
or close to a major turning point 
in the business cycle. While the 
turning point may not be reached 
in the current year, it would be 
wise to study trends in private 
investment in order to determine 
whether they are likely to lead 
to a downturn in industrial activ- 
ity in the near future. 
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Securities Now 


% Alabama Power Co. (3/15) 

Feb. 17 filed $14,000,000 of first mortgage bonds due 
March 1, 1986. Proceeds—To repay bank loans and for 
new construction. Underwriter—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Kuhn, Loeb & Co. and A. C. Allyn & Co., Inc. 
(jointly); Blyth & Co., Inc. and Kidder, Peabody & Co. 
(jointly); Lehman Brothers; Equitable Securities Corp., 
Union Securities Corp. and Drexel & Co. (jointly); The 
First Boston Corp.; Morgan Stanley & Co.; Harriman 
Ripley & Co. Inc. and Goldman, Sachs & Co. (jointly). 
Bids—Expected to be received up to 11 a.m. (EST) on 
March 15 at office of Southern Services, Inc., Room 1600, 
250 Park Ave., New York 17, N. Y. 


Aluminum Co. of America (2/27) 
Feb. 9 filed 150,000 shares of common stock (par $1). 
Price—To be supplied by amendment. Proceeds—To Ar- 
thur V. Davis, Board Chairman. Underwriter—The First 
Boston Corp., New York. 


% American Frontier Corp., Memphis, Tenn. 

Feb. 15 filed 175,000 shares of class A common stock (par 
$1). Price —$10 per share. Proceeds — Together with 
other funds, to purchase 1,000,000 shares of common 
stock (par $1) of American Frontier Life Insurance Co. 
Underwriter—None. 


American Insurors’ Development Co. 
Feb. 10 filed 400,000 shares of common stock (par $1). 
Price — $2.50 per share. Proceeds — To expand service 
business. Office — Birmingham, Ala. Underwriter — 
Odess, Martin & Herzberg, Inc., Birmingham, Ala. 


Arizona Public Finance Co., Phoenix, Ariz. 
Sept. 16 filed 78,006,081 shares of common stock to be 
offered for subscription by holders of life insurance 
policies issued by Public Life Insurance Co. Price—20 
cents per share. Proceeds—For working capital. Under- 
writer—None, sales to be directly by the company or by 
salesman of the insurance firm. 


%* Ashland Oil & Refining Co., Ashland, Ky. 

Feb. 20 filed 100,000 shares of cumulative convertible 
2nd pfd. stock, $1.50 series of 1952 (no par) to be issued 
upon exercise of stock options offered to officers and 
employees of company and its American and Canadian 
subsidiaries. Price—For initial grant of options is $24.28; 
and the alternative subscription price is $28.56, or 100% 
of the fair market price at the time the shares are 
allotted amd transferred to the subscriber, whichever is 
greater. 


% Atlas Credit Corp., Philadelphia, Pa. 
Feb. 13 (letter of notification) 80,000 stock purchase 
warrants exercisable on or after Jan. 2, 1956, and to ex- 
pire Jan. 2, 1958. Price—50 cents per share. Proceeds 
—To selling warrant holders. Office—2411 North Broad 
St., Philadelphia, Pa. Underwriter—None. 


Atlas Investment Co., Las Vegas, Nev. 

Jan. 9 filed 20,800 shares of class B common voting stock, 
of which 12,000 shares are to be offered for public sale 
at $50 per share and 8,800 shares are to be offered in 
exchange for preferred stock. Proceeds—For payment of 
bank loans, and for capital and surplus. Underwriters— 
Rex Laub and Max Laub, of Tremonton, Utah, and M. D. 
Close Mortgage & Loan Co. and Jack Hemingway Invest- 
ment Co., of Las Vegas, Nev. 


% Atomic, Electronic & Chemical Fund, 

Inc. (3/19-23) 
Feb. 17 filed 406,000 shares of capital stock (par $1). 
Price—To be supplied by amendment. Proceeds — For 
investment. Office—Englewood, N. J. Underwriter—Lee 
Higginson Corp., New York. 


Augusta Newspapers, Inc., Augusta, Ga. 

Jan. 13 filed 10,000 shares of 6% cumulative preferred 
stock (par $10) and 93,926 shares of 64%.% convertible 
preference stock (par $7). Price — To be supplied by 
amendment. Proceeds — To purchase 6,735 additional 
shares of $100 par common stock of Southeastern News- 
papers, Inc. Underwriter—Johnson, Lane, Space & Co., 
Inc., Savannah, Ga. 


B. S. F. Co., Birdsboro, Pa. 
Dec. 30 filed 92,636 shares of capital stock (par $1) to 
be offered for subscription by stockholders of record 
Jan. 20, 1956, at the rate of one new share for each two 
shares held. Price—To be supplied by amendment. Pro- 
eceeds—For investment. Business—A registered invest- 
ment company. Underwriter—None. 
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in Registration 


Bankers Discount & Finance Co., Inc. 
Jan. 20 (letter of notification) 600,000 shares of common 
stock (par 10 cents). Price—50 cents per share. Preceeds 
—To purchase contracts, notes and mortgages from con- 
tractors. Office—Mt. Prospect Ave., Newark, N. J. Un- 
derwriter—Marlin Securities Co., same city. 


Bell Telephone Co..of Pennsylvania (3/6) 

Feb. 9 filed $35,000,000 of 40-year debentures due 
March 1, 1996. Proceeds—To repay outstanding advances 
from American Telephone & Telegraph Co., parent, and 
to reimburse the treasury for expenditures. made for 
property additions and improvements. Underwriter — 
To be determined by competitive building. Probable 
bidders: Halsey, Stuart & Co. Inc.; Kuhn, Loeb & Co. 
and Lazard Freres & Co. (jointly); White, Weld & Co. 
and Union Securities Corp. (jointly); Morgan Stanley & 
Co.; The First Boston Corp. Bids—Expected to be re- 
ceived up to 11 a.m. (EST) on March 6. 


Big Ridge Uranium Corp., Reno, Nev. 
Oct. 19 (letter of notification) 9,000,000 shares of common 
stock (par one cent). Price — Three cents per share. 
Proceeds—For exploration and development costs. Office 
—206 North Virginia St., Reno, Nev. Underwriter—Mid 
America Securities, Inc., Salt Lake City, Utah. 


Big Ute Uranium Corp., Overton, Nev. 
Oct. 28 (letter of notification) 3,000,000 shares of com- 
mon stock. Price—At par (10 cents per share). Proceeds 
—For mining expenses. Underwriter—James E. Reed 
Co., Inc., Reno, Nev. 

Blue Lizard Mines, Inc. 
Jan. 17 filed $900,000 of 8% convertible subordinated 
debentures due 1976. Price—100% of principal amount. 
Proceeds—To make additional cash payment on purchase 
contracted and for mining expenses. Office—Salt Lake 
City, Utah. Underwriter—None. 

B-Thrifty, Inc., Miami, Fla. 
Nov. 23 filed 37,000 shares of class A common stock (par 
$25). Price—$38 per share. Proceeds—To open addi- 
tional retail stores. Business — Supermarket concern. 
Office—5301 Northwest 37th Ave., Miami, Fla. Under- 
writer—None. 


* Budd Co., Philadelphia, Pa. (3/13) 

Feb. 20 filed 395,096 shares of common stock (par $5) 
to be offered for subscription by common stockholders 
of record about March 12, 1956 in the ratio of one new 
share for each 10 shares held; rights to subscribe on 
March 27. Price — To be supplied by amendment. 
Prcoeeds—For general corporate purposes. Underwriter 
—Blyth & Co., Inc., New York. 


® Carolina Telephone & Telegraph Co. 
Feb. 1 filed 66,640 shares of common stock (par $100) 
being offered for subscription by common stockholders 
of record Feb. 14, 1956 in the ratio of two new shares 
for each five shares held; rights to expire on March 23. 
Southern Bell Telephone & Telegraph Co., owner of 
31.67% of the outstanding stock, sold its 52,762 rights 
(36,162 at competitive bidding to R. S. Dickson & Co. 
who offered the 14,464 shares to the public today, Feb. 
23, at $145 per share; and 16,600 privately). Price—$125 
per share to stockholders. Proceeds — To reduce bank 
loans. Underwriter—None. 

Century Acceptance Corp. 
Nov. 7 filed $750,000 of participating junior subordi- 
nated sinking fund 6% debentures due Nov. 1, 1970 (with 
detachable common stock purchase warrants for a total 
of 22,500 shares of common stock, par $1 per share). 
Price—At 100% (in units of $500 each). Proceeds—For 
working capital, etc. Underwriter—Paul C. Kimball & 
Co., Chicago, Ill. Offering—Temporarily postponed. 

Chemical Ventures Syndicate, Ltd. 
Dec. 23 (letter of notification) 295,000 shares of common 
stock (par one cent). Price—$1 per share. Proceeds— 
To acquire property, purchase inventory and for work- 
ing capital and general corporate purposes. Office—129 
South State St., Dover, Del. Underwriter—Mortimer B. 
Burnside & Co., Inc., New York. 


® Coastal States Gas Producing Co. (2/24) 

Feb. 10 filed by amendment (formerly filed under Coas- 
tal States Oil & Gas Co.) 100,000 shares of common stock 
(par $1) and $2,500,000 of 5% convertible subordinated 
debentures due Feb. 1, 1971. Price—To be supplied by 
amendment. Proceeds — To pay off loans incurred for 
land purchases; for construction of gas pipelines; and 
for further drilling costs, etc. Business—To develop oil 
lands. Office — Corpus Christi, Texas. Underwriters — 
Blair & Co. Incorporated, New York; ard First Cali- 
fornia Co., San Francisco, Calif. 


Colohoma Uranium, Inc. (3/1) 
Nov. 9 filed 2,500,000 shares of common stock (par one 
cent). Price—40 cents per share. Proceeds—For explora- 
tion and development expenses and for general corpo- 
rate purposes. Office—Montrose, Colo. Underwriters— 
General Investing Corp., New York; and Shaiman & Co,, 
Denver, Colo. 
® Consolidated Cigar Corp., New York (3/1) 
Feb. 7 filed 90,000 shares of common stock (no par). 
Price—To be supplied by amendment. Proceeds—For 
general corporate purposes. Underwriter — Eastman, 
Dillon & Co., New York. 
® Cooper-Jarrett Inc. 
Jan. 10 filed (with ICC) 125,000 shares of common stock 
(par $1). Price—To be supplied by amendment. Pro- 
ceeds—To selling stockholders. Underwriter—Allen & 
Co., New York. Offering—Expected momentarily. 


* INDICATES ADDITIONS 
SINCE PREVIOUS ISSUE 
© ITEMS REVISED 


% Cooperative Grange League Federaticn 
Exchange, Inc. 
Feb. 15 filed $2,000,000 of 4% subordinated debentures; 
7,500 shares of 4% cumulative preferred stock (par $100) 
and 100,000 shares of common stock. Price—Of deben- 
tures, 100% of principal amount; oi preferred, $100 per 
share; and of common, $5 per share. Proceeds—To fi- 
nance eonstruction of a new petroleum terminal at Al- 
bany, N. Y., estimated to most $465,000, and to provide 
funds to cover redemptions of outstanding common stock, ~ 
estimated at not more than $400,000; to repurehase out- 
standing shares of preferred stock and to provide funds 
to be advanced to a subsidiary for similar repurchase of 
its preferred stock, and for working capital. Office— 
Ithaca, N. Y. Underwriter—None. 


Copper Corp., Phoenix, Ariz. 
Jan. 27 (letter of notification) 1,200,000 shares of com- 
mon stock. Price—At par (25 cents per share). Proceeds 
—For expenses incident to mining operaticns. Address 
—P. O. Box 175, Phoenix, Ariz. Underwriter—Keim & 
Co., Denver, Colo. 


Couture National Car Rental System, Inc. 
Jan. 30 (letter of notification) $300,000 of 6% convertible 
subordinated debentures due Feb. 1, 1971. Price — At 
par.- Proceeds—To finance vehicle purchases. Office— 
825 Fifth Ave., Miami Beach, Fla. Underwriter—At:vill 
& Co., Inc., same city. 


@ Crown City Plating Co., Pasadena, Calif. 

Feb. 3 (letter of notification) 14,999 shares of common 
stock (par $10) of which 2,499 shares are to be offered 
to officers and employees. Price—$20 per share. Pro- 
ceeds—For working capital and other corporate pur- 
poses. Otfice—165 South Fair Oakes Ave., Pasadena, 
Calif. Underwriter—Pasadena Corp., Pasadena, Calif. 


% Crucible Steel Co. of America (3/8) 
Feb. 16 filed 164,117 shares of common stock (par $25) 
to be offered for subscription by common stockholders 
of record March 7, 1956, at the rate of one new share for 
each 10 shares held; rights to expire on March 21, 1956. 
Price—To be supplied by amendment. Proceeds—For 
modernization and expansion program and general cor- 
porate purposes. Underwriter—The First Boston Corp., 
New York. 


® Cuba (Republic of) (2/27-3/2) 

Nov. 21 filed $2,000,000 of 4% Veterans, Courts and 
Public Works bonds due 1883. Price—To be supplied 
by amendment. Proceeds — To Romenpower Electra 
Construction Co. Underwriter—Allen & Co., New York. 


® Cumberland Corp., Lexington, Ky. 

Dec. 30 filed $900,000 of 12-year 5% sinking fund deben- 
tures due Jan. 15, 1968, and 90,000 shares of common 
stock (par 50 cents) to be offered in units of $500 of 
debentures and 50 shares of stock. Price—To be supplied 
by amendment (about $550 per unit). Proceeds —To 
build plant to make charcoal brickettes and chemical 
byproducts, notably furfural. Underwriters — William 
R. Staats & Co., Los Angeles, Calif.; Carl M. Loeb, 
Rhoades & Co., New York, N. Y., and The Bankers Bond 
Co., Louisville, Ky. Offering—Expected momentarily. 


CeKalb-Oglie Telephone Co., Sycamore, Ill. 
Dec. 30 (letter of notification) 25,695 shares of common 
stock, Price—At par ($10 per share). Proceeds—To be 
used for conversion to automatic dial operation. Office 
—112 West Elm Street, Sycamore, lll. Underwriter— 
None... 

Dennis Run Corp., Oil City, Pa. 
Nov.*28 (letter of notification) 46,000 shares of common 
stock (par $1). Price—$6.50 per share. Proceeds—To 
pay bank loans and debts; and for working capital 
Office—40 National Transit Bldg., Oil City, Pa. Under- 
writer—Grover O'Neill & Co., New York. 


Duro-Test Corp., North Bergen, N. J. (2/28) 
Feb. 8 filed 42,758 shares of cumulative preferred stock, 
series.of 1956 ($25 par-convertible on or prior to March 
15, 1966) to be offered for subscription by common 
stockholders of record Feb. 27, 1956, at the rate of one 
preferred share for each six common shares held; rights 
to expire on March 14. Price — To be supplied by 
amendment. Proceeds — For expansion of plant and 
equipment and: of distributing and research facilities; 
and for working capital. Underwriter — Auchincloss, 
Parker & Redpath, Washington, D. C. 


Eagle Fire Insurance Co. 

Feb. (letter of notification) 72,165 shares of common 
stock (par $1.25) to be offered for subscription by 
stockholders on the basis of one share for each five 
shares held; rights to be exercisable over a 45-day pe- 
riod. Price — $3.60 per share. Proceeds — For working 
capital. Office—26 Journal Square, Jersey City 6, N. J. 
Underwriter—None. : ; 
% Eagle-Picher Co., Cincinnati, Ohio 

Feb. 13 (letter of notification) 8,000 shares of common 
stock (par $10) to be offered under the Employees’ Stock 
Purchase Plan. Price — At the average market price 
(which was $37.50 per share on the New York Stock Ex- 
change on Feb. 9, 1956); not to exceed an aggregate of 
$300,000. Proceeds—To purchase stock. Underwriter— 
None. 

East Basin Oil & Uranium Co. 

Oct. 25 (letter of notification) 1,500,000 shares of come 
mon stock (par one cent). Price—20 cents per share. 
Proceeds—For expenses incident to drilling for oil and 
gas. Office—Colorado Bldg., Denver, Colo. Underwriter 
—Philip Gordon & Co., Inc., New York. 
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Eigen Corp., Dallas, Texas 

Jan. 17 filed 38, 600 shares of common stock (par,25 
cents) being offered for subscription by stockholders oi 
record Feb. 6 on a 1-for-10 basis; rights to expire on 
Feb. 29. Price—$12.25 per share. Proceeds — To repay 
bank loans; for new construction; and for other corpor- 
ate purposes. Business—Furnishes oil and gas industry 
with an electrical well logging service. Underwriter— 
None. 


Empire Petroleum Co., Denver, Co‘o. 
Jan. 18 filed $2,000,000 of series “C” 6% convertiile 
debentures due 1970 and 1,000,000 shares of common 
stock (par $1), of which $1, 500, 000 principal amoint of 
debentures are to be offered publicly; the remaiming 
$500,000 of debentures and the stock to be reserved for 
sale by the company to associates of the officers.#f the 
company and to the company’s present security holders. 
It is not the intention of the company to sell’ any of 
the common stock at this time. Price—For debentures, 
at par (in denominations of $1,000 each) and farstock 
$2 per share. Proceeds—To retire roya'ty un-ts ahd de- 
bentures; for capital expenditures; and for working 
capital. Underwriter—For $1,500,000 of the deberitures— 
H. Carl Aiken Investments, Denver, Colo. 


od 


® First Bank Stock Corp., Minneapclisc, Minn. $ 
Feb. 6 filed 221,500 shares of capital stock (par $10) to 
be offered in exchange for the capital stock of the fol- 
lowing banks (except the preferred stock of Duluth Na- 
tional Bank) at the following ratios of exchangé: (a) 
1% shares for each of the 75,000 shares of capital stork 
(par $20) of Northern Minnesota National Bank. of 
Duluth (Minn.); (b) 1.2 shares for each of the 25,000 
shares of capital stock (par $10) of Batavian National 
Bank cf LaCrosse (Wis.); (c) nine shares for each of 
the 3,000 shares of capital stock (par $100) of First Na- 
tional Bank of Virginia (Minn.); (d) eight shares for 
each of the 3,000 shares of capital stock (par $100) of 
The First National Bank of Hibbing (Minn.); (e) 3.5 
shares for each of the 4,000 shares of common stock (par 
$50) of Duluth National Bank which will be outstanding 
after a 100% common stock dividend has been distrib- 
uted; and (f) 13 shares for each of the 1,000 shares .of 
capital stock (par $100) of Worthington National” Bank 
Worthington, Minn. The excharge period under ezch.of 
the proposals will expire cn March 9. Statement. ex- 
pected to become effective on Feb. 27. 


Fort Pitt Packaging International, Inc. 

June 30 filed 300,000 shares of common "stock (par“10¢), 
of which 250,000 ‘shares of for account of company and 
50,000 shares of five selling stockholders. Price—$3 per 
share. Proceeds—For working capital; for exploitation 
of “Totosave” system; and for marketing of “Tropic- 
Ray” infra-red space heater. Office — Pittsburgh; Pa 
Underwriier—Barrett Herrick & Co., Inc., New York> 


Frontier Assurance Co., Phoenix, Ariz. 
Dec. 2 (letter of notification) 2,900 shares of class. B 
voting common stock (par $25), being offered for, sub- 
scription by holders of class A common stock onge.2- 
for-1 basis from Jan. 15 to April 1, 1956. Price—$36.50 
per share. Proceeds—For capital and surplus. Office— 
4143 N. 19th Ave., Phoenix, Ariz. Underwriter—Ngnex 


% Fruekauf Trailer Co. (3/8) 
Feb. 20 filed $37,500,000 of convertible subordinated 
debentures due March 1, 1976, and $10,000,000 of sme 
fund debentures due March 1, 1976. Price 
plied by amendme For plant expansion afd 
working capital. Underwriter—Lenman Brothers, New 
York. Seats ai 
Gas Hills Mining and Oil, Inc. * ie alle 
Jan. 4 (letter of notification) 1,200,000 shares of ecom- 
mon stock (par five cents). Price — 25 cents per share 
Proceeds—For expenses incident to mining operations 
Office—Kemmerer, Wyo. Underwriter—Philip Gordon 
& Co., Inc., New York 2: =. 


Generali Steel Castings Corp. (2/29) P 
Feb. 1 filed 165,000 shares of common stock (par $1) of 
which 67,799 shares are to be sold for account -@fhe 
company, 67,201 by American Steel Foundries and=39,- 
000 shares by Baldwin Securities Corp. Price—JZemrbe 
supplied by amendment. Proceeds—For repayment«of 
bank loars and other general corporate purposes,. Un- 
derwriter—Hornblower & Weeks, New York. eae" 


General Telephone Co. of California wie 
Jan. 17 filed 718,862 shares of 442% cumulative preférfed 
stock (par $20), being first offered in exchange for71%,- 
2€2 shares, a part of the outstanding 1,437,724 sharé@s;“of 
cumulative preferred stock, 5% 1947 series (par $26)°6n 
& basis of one new share and $1.50, plus 84 cents ae- 
crued dividend to Feb. 29, 1956, for each old shareeffer 
to expire on Feb. 24. Unexchanged new preferréd 
stock to be offered publicly. Price—$20.50 per “hare. 
Proceeds—To repay bank loans. Underwriters—Paine, 
Webber, Jackson & Curtis, New York, and Mitehum, 
Jcnes & Templeton, Los Angeles, Calif. wy. = 

General Uranium Corp. (N. J.), New York “ = 
Jen. 18 filed 400,000 shares of common stock (par~10 
cents). Price—$1 per share. Proceeds—For plant facil- 
ities, survey of property and underground development. 
Underwriter—None. Maurice Schack, Middletown, N. Y., 
is President. 

Glasscock (C. G.) Tidelands Oi! Co. 

en. 18 filed 350,000 shares of common stock pe 








Price—To be supplied by amendment. Proceeds—Erom 
szle of stock, together with funds from private sale of 
$=,000,000 notes to insurance company, to repay advances 
to company, to pay for cost of new drilling platform and 
fer cost of other captal expenditures and for working 
cepital. Office—Corpus Christi, Tex. Underwritéfrs— 
First California Co., San Francisco, Calif.; William ™3R. 
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February 23 (Thursday) 


Illinois Central RR._.__._____=- Equip. Trust Ctfs. 
(Bids noon CST) $9,900,000 


February 24 (Friday) 
Coastal States Producing Co. .___ 


Debentures & Common 
(Blair & Co. Incorporated) $2,500,000 debentures and 
100,000 shares of stock 


re GOO. i rei Nib the intictitetiten did Common 
(Smith, Barney & Co.) 120,000 shares 


February 27 (Monday) 


Aivnitinum: (6; Of America. 5 onc cles Common 
(The First Boston Corp.) 150,000 shares 
Re CRI. OC iio inn cdg aaed Bonds 
(Allen & Co.) $2,000,000 
Ransas Gas && lectric Co... on ek Bonds 
(Bids 11 a.m. EST) $7,000,000 
menses Cans ae Pe aeew ic 4.0.8 Common 
(Bids 11 a.m. EST) 200,000 shares 
Eee: eee Per, TO ssc Common 


(Dunne & Co.) $787,500 
Nevada Netural Gas Pipe Line Co.__ Debs. & Com. 
(First California Co.) $2,020,000 


Ritter Finance Co., Inc.___-_ Debens. & Class B Com, 


(Stroud & Co., Inc.) $1,000,000 debentures and 
125,000 shares of stock 


February 28 (Tuesday) 
EretO~-TOM Ce. oan cewek esis ae Preferred 


(Offered to common stockholders—underwritten by 
Auchincloss, Parker & Redpath) $1,068,950 


St. Louis Steel Casting, Inc._..... i. Common 
(A. G. Edwards & Sons) 280,000 shares 
ee. seer ee Te Fk ovinn ceeckesoun Common 


(Offering to stockholders—to be underwritten by Auchincloss, 
Parker & Redpath) 422,992 shares 


Spokane Natural Gas Co.____---_~- Notes & Common 
(White, Weld & Co.) $3,505,000 of notes and 70,100 
Shares of stock 


Texas Biectric Service Co._..=..-.-:.u cn Bonds 
(Bids 11:30 a.m. EST) $10,000,000 


February 29 (Wednesday) 


General Steel Castings Corp._______----- Common 
(Hornblower & Weeks) 165,000 shares 

Northern States Power (Co... 22. Common 
(Bids 10 a.m. CST’) 704466 shares 

Northern States Power Co... .-...- Preferred 

(Bids 11 a.m. CST) $10,000,000 
Seaboard Air Line RR... .~.-=<- Equip. Trus: C.fs. 
(Bids noon EST) $6,555,000 
Southwestern Public Service Co._______--~- Bonds 


(Dillon, Read & Co., Inc.) $19,000,000 


March 1 (Thursday) 


Chicago & North Western Ry._--Equ‘p. Trust Cifs. 
(Bids noon CST) $3,960,000 


Petetoemen Tiree. The... cnounncnnenen Common 
(General Investing Corp.) $1,000,000 
Consolidates Cigar (atR.W on ncincn-<nnne Common 
(Eastman, Dillon & Co.) 90,000 shares 
ae OG SS a Common 
(Offering to stockholders—no underwriting) 251,405 shares 
Riicsiesiont Powys Cbccndocciitannicisinaed Bonds 
(Bids 11 a.m. EsT) $4,006,000 
ie a eee y Preferred 
(Bids 11 a.m. EST) $4,000,000 
er rr oe, awbaieeeneunces Debentures 
(Morgan Stanley & Co.) $6,000,000 
Sn I I 82 ain aime meine om dimes aie Common 
(Offering to stockholders—-underwritten by Morgan 
Stenley & Co.) 194,155 shares 
Rekeaekh (1.) & Gens, ie. ....2.-4.-46---~ Common 

(Jay W. Kaufmarn & Co.) 400,000 shares ‘a 
Willcox & Gibbs Sewing Machine Co.___- Common 


(Offering to stockholders—no underrwiter) $157,300 


March 5 (Monday) 


Pieseest Atreret. COO0D. . snc cceneece Debentures 
(Emanuel, Deetjen & Co.) 
Washington Gas Light Co.__------------ Common 
(Offering to stocknolders—to be underwritten by 


The First Boston Corp. and Johnston, Lemon & Co.) 
148,917 shares 


Westcoast Transmission Co., Ltd.._..Debs. & Com. 


(Eastman, Dillon & Co.) $20,500,000 debetnures and 
615,000 shares of stock 


March 6 (Tuesday) 


Bell Telephone Co. of Pennsylvania_-_-_--- Debens. 
(Bids 11 a.m. EST) $35,000,000 
Pacific Coast Aggregates, Inc._- .-_------- Common 
(Blyth & Co., Inc. and Schwabacher & Co.) 450,000 shares 
Van Waters & Rogers, Inc._-----.--------Common 
(Blyth & Co., Inc.) 63,560 shares 


March 7 (Wednesday) 


Houston Lighting & Power Co.___---------- Bonds 
(Bids 11:30 a.m. EST) $30,000,000 
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March 8 (Thursday) 


Crucible Steel Co. of America____.---_-- Common 
(Offering to stockholders—to be underwritten by 
The First Boston Corp.) 164,117 shares 


Fruchauft Trailer 66.60 sc00.052 cba Debentures 
(Lehman Brothers) $47,500,000 
Oklahoma Gas & Electric Co.___________ Common 


(Offering to stockholders—to be underwritten by Merrill Lynch, 
Pierce, Fenner & Beane) 298,479 shares 


March 13 (Tuesday) 


Bank of America, N. T. & S. A... 2-2 Common 
(Offering to stockholders—to be underwritten by Blyth & Co., 
Inc. and Dillon, Read &-Co. Inc.) 1,600,000 shares 


RG GR jintit denned innate Ae Common 
(Offering to stockholders-—to be underwritten by 
Elyth & Co., Inc.) 395,096 shares 


Higbie Manufacturing Co.___..-________-_ Common 
(Shearson, Hammill & Co.) 60,000 shares 


March 14 (Wednesday) 


aces Ger Ce. 3 ee Fee Common 
(Offering to stockholders—bids to be invited) 202,657 shares 


March 15 (Thursday) 


AlaDSMe POW Toi isn oasis tice hich oe i in eke Bonds 
(Bids 11 a.m. EST) $14,000,000 
Parker Petroleum Co., Inc.__Preferred & Common 


(D. A. Lomasney & Co.) $1,500,009 preferred and 
150,000 shares of common stock 


March 19 (Monday) 


Atomic, Electronic & Chemical Fund, Inc.___Com, 
(Lee Higginson Corp.) 400,000 shares 


Western Greyhound Racing, Inc._________ Common 
(M. J. Reiter Co.) $2,250,000 


March 20 (Tuesday) 


Louisiana Power & Light Co.___________ Preferred 
(Bids 11:30 a.m. EST) $7,000,000 
rarragenants Boece Co. Bonds 
(Bids to be invited) $10,000,000 
rectic Gee @ maeetite Ce. Bonds 
(Eids to be invited) $25,000,000 
Pennsylvania Electric Co......_.____._____ Bonds 
(Bids to be invited) $25,000,006 
Pennsylvania Electric Co.__.___-_-_____ Preferred 


(Bids to be invited) $ ),000,000 


March 22 (Thursday) 
Rotary Electric Steel Co 


(Offering to stockholders—to be underwritten by 
W. E. Hutton & Co.) 69,670 shares 


March 27 (Tuesday) 
New York Telephone Coeinkc 1. sesiieccesecud Bonds 
(Bids to be invited) $55,000,000 
March 29 (Thursday) 
Georgia Powed O06... .04i6 i te atthcsainds Bonds 
(Bids to be invited) $16,000,000 
April 2 (Monday) 
El Paso Electric Co 


(Offering to stockholders—-Dealer Manager may be 
& Webster Securities Corp.) 56,025 shares 


April 3 (Tuesday) 
Florida Power & Light Co.......... onsen Bonds 
(Bids to be invited) $15,000,000 
April 4 (Wednesday) 


Central Tiinole Light Cenc ied Common 
(Offering to stockholders—to be underwritten by Union 
Securities Corp.) approx. $5,000,000 


April 16 (Monday) 
Kansas City Power & Light Co._________ Preferred 
(Blyth & Co., inc.) $12,000,000 
April 18 (Wednesday) 

New England Electric System__________- Common 
(Offering to stockholders—Bics to be invited) 834,976 shares 
May 1 (Tuesday) 

Columbia Gas System, Inc._____-____- Debentures 
(Bids to be invited) $40,000,000 
May 7 (Monday) 


Ree PO Tee oad aces coos Bonds 
(Bids to be invited) $30,090,C00 


May 8 (Tuesday) 
El Paso’ Biectrie: U6..3 tan ectoeedh cotocnsd Preferred 
(Bids to be invited) $2,000,000 
May 10 (Thursday) 

Duke -Power- Ce claws ewdcdws whic odacden Common 
(Offering to stockholders—no underwriter) 367,478 shares 
September 25 (Tuesday) 

Virginia Electric & Power Co.__------------ Bonds 
(Bids te be invited) $20,000,000 
October 2 (Tuesday) 


Columbia Gas System, Inc.__---------- Debentures 
(Bids to be invited) $39,000,000 
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Staats & Co., Los Angeles, Calif.; and Eastman. Dillon 
& Co., New York. Offering—Expected today (Feb. 23). 


Golden Dawn Uranium Corp., Buena Vista, Colo. 
Dec. 27 (letter of notification) 3,000,000 shares of capital 
stock (par five cents). Price—10 cents per share. Pro- 
ceeds — For mining expenses. Underwriter — Bel-Air 
Securities Co., Provo, Utah. 

Good Luck Glove Co., Carbondale, Ill. 

Jan. 30 filed $550,000 of 6% 10-year convertible sub- 
ordinated debentures due April 1, 1966. Price—100% 
of principal amount. Preceeds—To repurchase stock of 
company held by C. T. Houghten. Underwriter—Edward 
D. Jones & Co., St. Louis, Mo. 


Grammes (L. F.) & Sons, Inc., Allentown, Pa. 
Jan. 27 (letter of notification) 1,279 shares of common 
tock (no par) to be offered to present stockholders and 
employees. Price—$22 per share. Preceeds—To increase 
working capital. Office — Jordan & Union Sts., Allen- 
jown, Pa. Underwriter—None. 


Guaranty Income Life Insurance Co. 
Dec. 30 (letter of notification) 24,000 shares of capital 
etock (par $5) to be offered first to stockholders; then 
policyholders and the public. Price—$10 per share. Pro- 
zeeds—For working capital. Address—P. O. Box 2231, 
Baton Rouge, La. Underwriter—None. 


Guif Natural Gas Corp., New Orleans, La. 
Dec. 30 filed $600,000 of 10-year 5% debentures due 
Jan. 1, 1966. Price—100% of principal amount. Pro- 
weeds—For construction costs. Underwriter—None. 


Gulf Oil Corp., Pittsburgh, Pa. 

Jan. 10 filed 1,534,446 shares of capital stock (par $25) 
‘being offered in exchange for shares of common stock 
of Warren Petroleum Corp. in the ratio of four shares of 
Gulf for each five shares of Warren. If, prior to the 
expiration of the offer, less than 1,753,133 Warren shares 
(90% ) but at least 1,558,340 shares (80%) are deposited 
*hereunder, Gulf may at its option accept all shares of 
Warren so deposited. Offer will expire on March 2, 
wnless extended to April 2. 


® Hammermiill Paper Co., Erie, Pa. 

Dec. 20 filed 166,400 shares of common stock (par $2.50) 
being offered in exchange for shares of capital stock 
of Watervliet Paper Co. in the ratio of 26 shares o1 
Ziammermill common stock for each 25 shares of Water- 
vliet stock. More than the required 128,000 shares (89% 
of outstanding Watervliet stock) have been deposited for 
exchange. The offer has been extended until March 19. 
Underwriter—None. Statement effective Jan. 10. 


Helio Aircraft Corp., Canton, Mass. 
Dec. 29 filed 150,000 shares of comm-n stock (par $1). 
rice—To be supplied by amendment. Proceeds—For im- 
provements, research, development and working capital. 
Office—Metropolitan Airport, Canton (Norwood P. O.), 
Mass. Underwriter—To be supplied by amendment. 


Helio Aircraft Corp., Canton, Mass. 
Nov. 3 (letter of notification) 24,000 shares of common 
mtock. Price—$5 per share. Proceeds—For administra- 
tive and engineering expenses. Offiee — Metropolitan 
Airport, Canton (Norwood P. O.), Mass. Underwriter— 
Wone. 
* Higbie Manufacturing Co. (3/13) 
Feb. 16 filed 60,000 shares of common stock (par $1), of 
which 30,000 are to be sold for account of the company 
and 30,000 shares for account of a selling stockholder. 
Price—To be supplied by amendment. Preeceeds—For 
plant expansion and machinery and equipment. Business 
Manufactures and sells steel tubing and fishing reels. 
Office—Rochester, Mich. Underwriter—Shearson, Ham- 
mill & Co., New York. 


Household Gas Service, Inc. 
Jan. 6 (letter of notification) 920 shares of 6% cumula- 
tive preferred stock. Price—At par ($25 per share) and 
accrued dividends. Proceeds—To repay indebtedness and 
for working capital. Office — Clinton, N. Y. Under- 
writer—Mohawk Valley Investing Co., Utica, N. Y. 


Houston Lighting & Power Co. (3/7) 
Feb. 9 filed $30,000,000 of first mortgage bonds due 1986. 
Proceeds — To repay bank loans and for construction 
program. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Smith, Barney & Co., Lazard Freres & Co. and 
Blyth & Co., Inc. (jointly); Lehman Brothers, Union 
Securities Corp. and Salomon Bros. & Hutzler (jointly); 
Kidder, Peabody & Co.; Equitable Securities Corp. 


Bids—Expected to be received up to 11:30 a.m. (EST) on 
March 7. 


ideal-Aerosmith, Inc., Hawthorne, Calif. 
Dec. 16 (letter of notification) 150,000 shares of capital 
stock (par $1). Price — $2 per share. Proceeds — For 
equipment, machinery, inventory, etc. Office—12909 So. 
Cerise Ave., Hawthorne, Calif. Underwriter—Samuel B. 
Franklin & Co., Los Angeles, Calif. 

inland Mineral Resources Corp., N. Y. 
Dec. 12 (letter of notification) 600,000 shares of com- 
mnon stock (par one cent). Price—50 cents per share. 
Proceeds—For mining expenses. Office—42 Broadway, 
New York, N. Y. Underwriter—G. F. Rothschild & Co. 
game address. ‘ 


insulated Circuits, Inc., Belleville, N. J. 
Nov. 10 filed 100,000 shares of 6% convertible preferred 
stock (cumulative if and to the extent earned). Price— 
At par ($5 per share). Proceeds—For general corporate 
purposes. Underwriter — Alexander Watt & Co., Inc. 
New York. : ' 
international Basic Metals, Inc. 
Jan. 27 (letter of notification) 1,000,000 shares of com- 
mon stock (par 10 cents). Price — 25 cents per share. 
Proceeds—For mining expenses. Office—i55 West South 
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Temple St., Salt Lake City, Utah. Underwriter—Melvin 
G. Flegal & Co., Salt Lake City, Utah. 


international Metals Corp. 
Oct. 4 filed 400,000 shares of common stock (par 10 
cents). Price—$l per share. Proceeds—To finance ex- 
ploration and development of mining properties of Re- 
cursos Mineros Mexicanos, S. A., Mexican subsidiary, 
and to discharge note. Office — Houston, Tex: Under- 
writer—Gearhart & Otis, Inc., New York. 


International Plastic Industries Corp. 
Oct. 12 (letter of notification) 150,000 shares of common 
stock (par 10 cents). Price—$2 per share. Preceeds— 
For advances to Arliss Co., Inc. for purchase of equip- 
ment, etc. Office — 369-375 DeKalb Ave., Brooklyn 5, 
N. Y. Underwriter—Kamen & Co., New York. 


“isras” Israel-Rassco Investment Co., Ltd. 
Sept. 28 filed 9,000 ordinary shares. Price—At par (100 
Israel pounds each, or about $55 in U. S. funds), payable 
in State of Israel Independence Issue Bonds only. Offiee 
—Tel Aviv, Israel. Underwriter — Rassco Israel Corp. 
New York. 


Kansas Gas & Electric Co. (2/27) 

Jan. 27 filed $7,000,000 of first mortgage bonds due 1986. 
Proceeds—To repay bank loans and for construction pro- 
gram. Underwriter — To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Union Securities Corp. and Stone & Webster Securities 
Corp. (jointly); Kidder, Peabody & Co. and Merrill 
Lynch, Pierce, Fenner & Beane (jointly); Lehman Bro- 
thers and Bear, Stearns & Co. (jointly); Blyth & Co., 
Inc. and The First Boston Corp. (jointly); Glore, Forgan 
& Co. and Goldman, Sachs & Co. (jointly); Harriman 
Ripley & Co., Inc. Bids—Expected to be received up to 
11 a.m. (EST) on Feb. 27. 


Kansas Gas & Electric Co. (2/27) 

Jan. 27 filed 200,000 shares of common stock (no par). 
Proceeds—To repay bank loans and for construction pro- 
gram. Underwriter—To be determined by competitive 
bidding. Probable bidders: Glore, Forgan & Co. and 
Goldman, Sachs & Co. (jointly); Merrill Lynch, Pierce, 
Fenner & Beane, Kidder, Peabody & Co. and White, 
Weld & Co. (jointly); Lehman Brothers; Union Securi- 
ties Corp. Bids—Expected to be received up to 11 a.m. 
(EST) on Feb. 27. 


Kassel Base Metals, Inc. 

Feb. 6 (letter of notification) 120,000 shares of capital 
stock (par 10 cents), of which 20,000 shares are being 
sold by Burt Hamilton Co. and 100,000 shares by Kassel 
company. Price—$2.25 per share. Proceeds—For min- 
ing expenses. Office—1019 Adolphus Tower Bidg., Dal- 
las, Texas. Underwriter—First Western Corp., Denver, 
Colorado. 


* Kelly & Clark Mining & Exploration Co. 
Feb. 14 (letter of notification) 1,009,000 shares of com- 
mon stock. Price—At par (25 cents per share). Pro- 
ceeds — For expenses incident to mining operations. 
Office—Basalt, Nevada. Underwriter—None. 


% Knickerbocker Shares, Inc. 

Feb. 13 filed 500,000 shares of beneficial interest in the 
Knickerbocker Fund. Price— At market. Proceeds — 
For investment. 


Lawyers Mortgage & Title Co. 

Jan. 11 (letter of notification) 60,412 shares of common 
stock (par 65 cents) to be offered first to stockholders. 
Maxwell M. Powell (Vice-President) and Rudolph J. 
Welti (a director) will purchase up to a total of 10,000 
shares each of any unsubscribed shares. Priee—$1.50 per 
share. Proceeds — For working capital. Office — 115 
Broadway, New York, N. Y. Underwriter—None. 


Lisbon Uranium Corp. 
Dec. 26 filed 1,306,209 shares of common stock (par 15¢) 
to be offered for subscription by common stockholders 
of record Jan. 27, 1956, at the rate of three new shares 
for each ten shares held (with an additional subscription 
privilege). Price—$4 per share. Preceeds—To repay ad- 
vances by Atlas Corp. of approximately $4,039,000, which 
has or will be used to acquire option to purchase the 
so-called Barrett claims and pay balance of purchase 
price; for exploration and drilling expenses, and for 
other corporate purposes. Office—405 South Main St., 
Salt Lake City, Utah. Underwriter—None, but Wasatch 
Corp., a subsidiary of Atlas Corp., will purchase any 
unsubscribed shares. 
L-O-F Glass Fibers Co., Toledo, O. (3/1) 

Feb. 10 filed 251,405 shares of common stock (par $5) 
to be offered for subscription by common stockholders 
of record Feb. 29, 1956, at the rate of one new share for 
each 10 shares held. Price—$12 per share; rights to ex- 
pire on or about March 26, 1956. Proceeds—For capital 
improvements; additional equipment, and working capi- 
tal. Underwriter—None. 


® Long Island Arena, Inc. (2/27-3/2) 

Jan. 25 filed 525,000 shares of common stock (par 10 
cents). Price—$1.50 per share. Proceeds—For construc- 
tion of arena. Officee—Commack, L. L., N. Y. Underwriter 
—Dunne & Co., New York. 


Lost Canyon Uranium & Oil Co. 
Oct. 6 (letter of notification) 3,000,000 shares of non- 
assessable capital stock (par one cent). Price—10 cents 
per share. Proceeds—For expenses incident to mining 
operations. Office — Simms Bldg., Albuquerque, N. M. 

nderwriter—Mid-America Securities Inc. of Utah, Salt 
Lake City, Uteh. 

Louisiana Power & Light Co. (3/20) 
Feb. 9 filed 70,000 shares of cumulative preferred stock 
(par $100). Proceeds—For property additions and im- 
provements. Underwriter—To be determined by com- 
petitive bidding. Probable bidders: Kidder, Peabody & 
Co. and Merrill Lynch, Pierce, Fenner & Beane (jointly) ; 
Equitable Securities Corp. and Union Securities Corp. 


(jointly); W. C. Langley & Co. and The First Boston 
Corp. (jointly); Lehman Brothers; Blyth & Co., Inc. 
Bids—To be received up to 11.30 a.m. (EST) on March 20. 


Marine Midland Corp. 
Feb. 6 filed 65,500 shares of common stock (par $5) to 
be offered in exchange for outstanding common stock 
of The First Bank of Herkimer at rate of 642 shares of 
Marine Midland common for each share of First National 
common held as of record Feb. 24, 1956. 


% Massachusetts Hospital Life Insurance Co. 
Feb. 17 filed (by amendment) 300,000 additional shares 
of beneficial interest in the Massachusetts Life Fund and 
4,000 trust certificates. Price—At market. Proeeeds— 
For investment. 

Midiand General Hospital, Inc., Bronx, N. Y. 
Jan. 12 filed 24,120 shares of common stock (no par) 
pars 30,000 shares of $6 dividend preferred stock (no 
par). 
more stock than is required to raise, at most, $2,700,000. 
Price — $100 per share. Proceeds — For construction, 
working capital, reserve, etc. Underwriter—None. 


Mineral Projects-Venture C, Ltd., Madison, N. J. 
Feb. 7 filed $4,000,000 of participations in capital as lim- 
ited partnership interests in the venture to be sold in 
minimum units of $25,000. Proceeds—For expenses in- 
cidental to oil exploration program. Underwriter—Min- 
eral Projects Co., Ltd., on “best efforts basis.” 


Mississippi Power Co. (3/1) 
Feb. 3 filed $4,000,060 of first mortgage bonds due March 
1, 1986 and 40,000 shares of cumulative preferred stock 
(par $100). Proceeds — Toward the construction or ac- 
quisition of permanent improvements, extensions and 
additions to the company’s utility plant. Underwriters— 
To be determined by competitive bidding. Probable bid- 
ders: (1) For bonds—Halsey, Stuart & Co. Inc.; Merrill 
Lynch, Pierce, Fenner & Beane; Lehman Brothers; Kid- 
der, Peabody & Co.; Union Securities Corp., Equitable 
Securities Corp. and Drexel & Co. (jointly). (2) For 
preferred stock—W. C. Langley & Co.; Glore, Forgan & 
Co. and Sterne, Agee & Leach (jointly); The First Bos- 
ton Corp.; Blyth & Co., Inc.; Kidder, Peabody & Co. and 
White, Weld & Co. (jointly). Bids—To be received up 
to 11 a.m. (EST) on March 1 at office of Southern Serv- 
ices, Inc., Room 1600, 250 Park Ave., New York 17, N. Y. 

Modern Homes Corp., Dearborn, Mich. 
Jan. 20 filed 125,000 shares of common stock (par $1). 
Price—$4 per share. Proceeds—To reduce current liabil- 
ities, to finance contemplated increased volume of busi- 
ness and for working capital. Business — Manufactures 
and sells prefabricated homes. Underwriter—Campbell, 
McCarty & Co., Inc., Detroit, Mich. 

Monitor Exploration Co., Denver, Colo. 
Dec. 9 (letter of notification) 300,000 shares of common 
stock (par five cents). Price—$l per share. Proceeds— 
For mining expenses. Office—623 First National Bank 
Building, Denver 2, Colo. Underwriter — Globe Secu- 
rities Corp., Jersey City, N. J. 


Mormon Trail Mining Corp., Salt Lake City, Utah 
Feb. 9 (letter of notification) 3,000,000 shares of capital 
stock (par one cent). Price—10 cents per share. Proe- 
ceeds—For mining expenses. Office—223 Phillips Petrol- 
eum Blidg., Salt Lake City, Utah. Underwriter—Frontier 
Investment, Inc., Las Vegas, Nev. 


Mt. Vernon Mining & Development Co. 

Nov. 16 (letter of notification) 300,000 shares of com- 
mon stock. Price—At par ($1 per share). Proceeds— 
For mining expenses. Offiee—422 Continental Bank 
Bidg., Salt Lake City, Utah. Underwriter — Ackerson- 
Hackett Investment Co., 701 Continental Bank Bidg., 
same city. 

%* Murdock Acceptance Corp., Memphis, Tenn. 
Feb. 15 filed 50,0C0 shares of capital stock (par $5). Price 
—To be supplied by amendment. Proceeds—For work- 
ing capital and general corporate purposes. Underwriters 
—KEquitable Securities Corp., Nashville, Tenn., and Bul- 
lington-Schas & Co., Memphis, Tenn. Offering — Ex- 
pected in three weeks. 


National Lithium Corp., Denver, Colo. 
Dec. 27 (letter of notification) 300,000 shares of common 
stock (par one cent). Price—$l per share. Proceeds— 
For mining expenses. Office — 556 Denver Club Bldg., 
Denver, Colo. Underwriter — Investment Service Co., 
same city. 

National Old Line Insurance Co. 
Nov. 15 filed 50,000 shares of class A common stock 
(par $2) and 50,000 shares of class B common stock 
(par $2). Price—To be supplied by amendment. Pro- 
ceeds — To selling stockholders. Office — Little Rock 
Ark. UWnderwriter—Equitable Securities Corp.. Nash- 
ville, Tenn., and New York, N. Y. Offering—Indefinitely 
postponed. 


® Nevada Natural Gas Pipe Line Co. (2/27) 

Jan. 30 filed $1,000,000 of 542% subordinated sinking 
fund debentures due March 1, 1976, and 160,000 shares 
of common stock (par $1) to be offered in units of $25 
of debentures and four shares of stock. Price—$50.50 per 
unit. Proceeds—To repay bank loans and for new con- 
struction. Office—Las Vegas, Nev. Underwriter—First 
California Co., San Francisco, Calif. 


New Britain Gas Light Co., New Britain, Conn. 
Feb. 10 (letter of notification) 8,326 shares of common 
stock (par $25) to be offered for subscription by common 
stockholders on a 1-for-9 basis. Price — $29 per share. 
Proceeds—For financing future plant additions. Office— 
35 Court St., New Britain, Conn. Underwriter—None. 

New South Textile Mills, Jackson, Miss. 

Jan. 13 filed 2,298,000 shares of common stock (par $1). 
Price—$3 per share. Proceeds—For acquisition of prop- 


erties and general corporate purposes. Underwriter— 
To be named by amendment, 


The company does not intend presently to sell 
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Nicholson (W. H.) & Co., Wilkes-Barre, Pa. 
Jan. 16 filed 20,000 shares of common stock (par $5). 
Price—$25 per share. Proceeds -— For working capital. 
Underwriter—None. A. E. Nicholson Jr. of Kingston, Pa. 
is President. 


North American Contracting Corp. 
Jan. 19 (letter of notification) 300,000 shares of common 
stock (par 10 cents). Price—$1 per share. Proceeds— 
For expenses incidental in general contracting and con- 
struction business. Office—9480 New Fort Koad, Fort 
Washington, Md. Underwriter — The Matthew Corp., 
Washington, D. C. 


North Pittsburgh Telephone Co., Gibsonia, Pa. 
Jan. 6 (letter of notification) 4,000 shares of common 
stock to be offered for subscription by stockholders. 
Price—At par ($25 per share). Preceeds—To be used to 
reduce the demand notes outstanding. Office—Gibsonia, 
Allegheny County, Pa. Underwriter—None. 


Northern States Power Co. (Minn.) (2/29) 

Jan. 20 filed 100,000 shares of cumulative preferred stock 
(par $100). Proceeds — To repay bank loans and for 
construction program. Underwriter—To be determined 
by competitive bidding. Probable bidders: Blyth & Co., 
Inc. and The First Boston Corp. (jointly); Lehman Bro- 
thers and Riter & Co. (jointly); Merrill Lynch, Pierce, 
Fenner & Beane; Harriman Ripley & Co. Inc. and Union 
Securities Corp. (jointly). Bids—Tentatively expected 
to be received up to 11 a.m. (CST) on Feb. 29 at Room 
1100, 231 So. La Salle St., Chicago 4, Il. 

Northern States Power Co. (Minn.) (2/29) 
Jan. 20 filed 670,920 shares of common stock (par $5) 
to be offered for subscription by common stockholders 
of record March 1 at the rate of one new share for 
each 20 shares held; rights to expire on March 20. 
Proceeds — To repay bank loans and for construction 
program. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: The First Boston Corp., 
Blyth & Co., Inc. and Kuhn, Loeb & Co. (jointly); Leh- 
. man Brothers and Riter & Co. (jointly); Smith, Barney 
& Co.; White, Weld & Co. and Glore, Forgan & Co. 
(jointly). Bids—Tentatively expected to be received up 
to 10 a.m. (CST) on Feb. 29 at Room 1100, 231 So. La 
Salle St., Chicago 4, Ill. 


Oak Mineral & Oil Corp., Farmington, N. M. 
Nov. 8 (letter of notification) 2,000,000 shares of common 
stock (par five cents). Price—15 cents per share. Pro- 
eeeds—For exploration and development and other gen- 
eral corporate purposes. Underwriter—Philip Gordon & 
Co., New York. 


% Oklahoma Gas & Electric Co. (3/9) 

Feb. 15 filed 298,479 shares of common stock (par $10) 
to be offered for subscription by ccmmon stockholders 
of record March 8 at a rate of one new share for each 
10 shares held; rights to expire on March 27. Unsub- 
scribed shares (up to 15,000) may be offered to employ- 
ees. Price—To be supplied by amendment. Proceeds— 
For construction program. Underwriter—Merrill Lynch, 
Pierce, Fenner & Beane, New York. 


® Pacific Coast Aggregates, Inc. (3/6) 

Feb. 10 filed 450,000 shares of common stock (par $5). 
Price — To be supplied by amendment. Proceeds — To- 
gether with other funds, to purchase assets of Santa Cruz 
Portland Cement Co.; for capital improvements, and 
working capital. Underwriters — Blyth & Co., Inc., and 
Schwabacher & Co., both of San Francisco, Calif. 


Paria Uranium & Oi! Corp. 
Oct. 17 (letter of notification) 3,000,000 shares of com- 
mon stock (par five cents). Price—10 cents per share. 
Proceeds — For mining expenses. Office — Newhouse 
Bldg., Salt Lake City, Utah. Underwriter — Western 
States Investment Co., Tulsa, Okla. 


% Parker Petroleum Co., Inc., Ponca City, Okla. 
(3/15-16) 

Feb. 20 filed 150,000 shares of 6% cumulative convertible 
preferred stock (par $10) and 150,000 shares of common 
stock (par 10 cents). Price—To be supplied by amend- 
ment. Proceeds — To repay loans, etc.; for exploration 
and development costs and for working capital. Business 
—A crude oil and natural gas producing company. Un- 
derwriter—D. A. Lomasney & Co., New York. 


Perma Glass Fibre Fabrics Inc. 
Feb. 10 (letter of notification) 200,000 shares of common 
stock (par 1 cent). Price—$1.50 per share. Proceeds— 
For purchase of building and machinery and for work- 
ing capital. Office—1150 Broadway, Hewlett, L. I., N. Y. 
Underwriter—Golden-Dersch & Co., New York. 


* Perspective, Iinc., Seattie, Wash. 

Feb. 10 (letter of notification) an undetermined number 
of shares of common stock. Price—$1l per share. Pro- 
ceeds — For general corporate purposes. Office — 402 
American Bldg., Seattle, Wash. Underwriter—None. 


@ Piasecki Aircraft Corp. (3/5-9) 

Jan. 17 filed 200,000 shares of common stock (par $1) 
(statement to be amended—company to issue convertible 
debentures instead of stock). Price—To be supplied by 
amendment. Proceeds—To repay outstanding notes and 
for working capital. Office—Philadelphia, Pa. Under- 
writer—Emanuel Deetjen & Co., New York 


Pipelife Corp., Tulsa, Okla. 
Nov. 29 filed 115,000 shares of common stock (par $1). 
Price—$4 per share. Proceeds—To pay current accounts 
and notes payable; for research and development; and 
general corporate purposes. Underwriter — North 
American Securities Co., Tulsa, Okla. 


Plastics (J. E.) Manufacturing Corp. 
Feb. 10 (letter of notification) $294,000 of 10-year 6% 
convertible debentures, due April 1, 1966, and 30,000 
shares of common stock (par 10 cents) to be offered in 
units of a $100 debenture and 10 shares of stock. Price— 


$102 per unit. Proceeds—For machinery and equipment. 
Office—555 West 23rd St., New York 11, N. Y. Under- 
writer—John R. Boland & Co., Inc., New York. 


% Play Investors Corp., New York 

Feb. 16 (letter of notification) 230,000 shares of common 
steck (par 10 cents). Price—$1 per share. Proceeds— 
For investment. Business—To invest in, fund, subscribe 
to, produce or otherwise partially participate in, theatri- 
cal and entertainment performances and associateed or 
allied enterprises. Office—150 East 35th St., New York 
16, N. Y. Underwriter—None. 


* Professional Acceptance Corp., Amarilio, Texas 
Feb. 13 (letter of notification) 4,000 shares of series C 
common non-voting stock. Price — At par ($50 per 
share). Proceeds —For working capital. Office — 227 
Paramount Bldg., Amarillo, Tex. Underwriter—None. 


Prudential Loan Corp., Wasiiington, D. C. 
Nov. 22 filed 111,000 shares of 44-cent cumulative prior 
preferred stock (par $5) and 55,500 shares of 10-cent par 
common stock to be offered in units of one share of 
preferred stock and one-half share of common stock. 
Price—$6.75 per unit. Proceeds—For general corporate 


purposes. Underwriter — Straus, Blosser & McDowell, 
Chicago, Il. 


%* R. and P. Minerals, Inc., Reno, Nev. 

Feb. 14 (letter of notification) 500,000 shares of common 
stock. Price—At par (10 cents per share). Proceeds— 
For mining expenses. Office—573 Mill St., Reno, Nev. 
Underwriter—Utility Investments, Inc., Reno, Nev. 


® Radiation, Inc., Melbourne, Fila. 

Jan. 13 filed 150,000 shares of class A common stock 
(par 25 cents). Price—$5 per share. Proceeds—To retire 
unsecured notes; to expand facilities; for working capi- 
tal, etc. Underwriter—Johnson, Lane, Space & Co., Inc., 
Savannah, Ga. Offering—Expected today (Feb. 23). 


Rediands Oil Co., Ltd. 
Jan. 23 filed $1,000,000 of partnership interests to be 
offered in minimum amounts of $25,000. Proceeds—To 
acquire leases for drilling for oil and gas and for devel- 
opment costs. Underwriter — Name to be supplied by 
amendment. 


% Regan Bros. Co., Minneapolis, Minn. 

Feb. 17 filed $500,000 of 6% sinking fund first mortgage 
bonds due 1976. Price—100% of principal amount. Pro- 
ceeds—To purchase 36,128 shares of capital stock at a 
price of $10 per share from stockholders retiring from 
the company, and for working capital. Business—Manu- 
factures and sells at wholesale bread products. Under- 
writer—M. H. Bishop & Co., Minneapolis, Minn. 


Reno Hacienda, Inc., inglewood, Calif. 
Dec. 19 filed 4,000,000 shares of common stock. Price— 
At par ($1 per share). Proceeds—To purchase real prop- 
erty, for construction of buildings and other facilities 
and for general corporate purposes. Underwriter—Wil- 
son & Bayley Investment Co. 


Republic Benefit Insurance Co., Tucson, Ariz. 
Sept. 30 filed 150,000 units in a dividend trust and stock 
procurement agreement to be offered to certain mem- 
bers of the general public who are acceptable applicants 
and who are to become active policyholders in the com- 
pany. Price—$2 per unit. Proceeds—For general cor- 
porate purposes. Underwriter—None; to be oftered by 
Leo Rich, Robert Kissel and Sidney M. Gilberg, as Trug- 
tees. 


Reynolds Minerals Corp., Denver, Colo. 
Jan. 30 (letter of notification) 40,000 shares of common 
stock (par $1). Price — $6 per share. Proceeds — For 
mining expenses. Office—822 First National Bank Bldg., 
Denver 2, Colo. Underwriter—Luckhurst & Co., Inc., 
New York. 


Reynolds Mining & Development Corp. 
Nov. 22 filed 1,500,000 shares of common stock (per 
one cent). Price—50 cents per share. Proceeds—Fcr 
working capital and mining expenses. Office — Moab. 
Utah. Underwriter — The Matthew Corp., Washington, 
D. C. 


Riddle Airlines, Inc., Miami, Fla. 

Dec. 20 filed 967,500 shares of common stock (par 10 
cents) to be offered for subscription by stockholders at 
the rate of one new share for each four shares helé 
(with an oversubscription privilege). [The company has 
obtained from certain stockholders waivers of subscrip- 
tion rights applicable to not less than 100,000 shares and 
such shares are to be offered to the general public free 
of the stockholders’ prior rights.] Price—To be sup- 
plied by amendment. Proceeds—To repay bank loap 
and for working capital. Underwriter—Eisele & King, 
Libaire, Stout & Co., New York. 


Riegel Paper Corp., New York (3/1) 
Feb. 9 filed $6,000,000 of sinking fund debentures due 
1981. Price—To be supplied by amendment. Proceeds— 
For expansion and equipment. Underwriter — Morgan 
Stanley & Co., New York. 


Riegel Paper Corp., New York (3/1) 

Feb. 9 filed 194,155 shares of common stock (par $10) 
to be offered for subscription by common stockholders 
of record Feb. 29, 1956, at the rate of one new share for 
each five shares held; rights to expire on March 14. 
Price — To be supplied by amendment. Proceeds — For 
expansion and equipment. Underwriter—Morgan Stan- 
ley & Co., New York. 


Ritter Finance Co., Inc. (2/27-3/2) 
Feb. 6 filed $900,000 of 534% subordinated sinking fund 
debentures due 1971 and 125,000 shares of class B (non- 
voting) common stock (par $1). Price—To be supplied 
by amendment. Proceeds To make loans and reduce 
bank debt. Office—Wyncote, Pa. Underwriter—Stroud 
& Co., Inc., Philadelphia, Pa. 
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Rokeach (!.) & Sons, Inc., Flushing, N. Y. (3/12) 
Jan. 27 filed 400,000 shares of common stock (par $1). 
Price — $3 per share. Proceeds — To eliminate bor- 
rowings from commercial factors and enable the com- 
pany to finance its own accounts; for working capital; 
and other general corporate purposes. Business—Manu- 
facturer of kosher food products, soaps and cleansers. 
Underwriter—Jay W. Kaufmann & Co., New York. 


% Rotary Electric Steel Co. (3/22) 
Feb. 16 filed 69,670 shares of common stock (par $10) 
to be offered for subscription by stockholders of reeord 
March 21, 1956 on the basis of one new share for each 10 
shares held; rights to expire on April 4. Price—To be 
fixed on or about March 21. Proceeds—For general cor- 
porate purposes. Underwriter—W. E. Hutton & Co., Cin- 
cinnati, O. 

Royal Oil & Gas Co., Denver, Colo. 
Jan. 20 (letter of notification) 5,978,000 shares of com- 
mon stock (par one cent). Price—Five cents per share. 
Proceeds—For expenses incident to oil and gas produc- 
tion. Office—534 Commonwealth Building, Denver, Colo. 
Underwriter—Columbia Securities Co., Denver, Colo, 
@® Ryder System, Inc., Miami, Fla. 
Jan. 30 filed 151,050 shares of common stock (par $5). 
Price — To be supplied by amendment. Proceeds—Tec 
help finance purchase of five other truck lines. Under- 
writer—Blyth & Co., Inc., New York. Offering — Post- 
poned indefinitely. 


@ St. Louis Steel Casting, Inc., St. Louis (2/28) 
Jan. 25 filed 280,000 shares of common stock (par five 
cents). Price — $6.10 per share. Proceeds — To reduce 
bank loans. Underwriter—A. G. Edwards & Sons, St. 
Louis, Mo. 


San Juan Racing Association, Inc., Puerto Rice. 
Sept. 27 filed 4,000,000 shares of common stock (par 56 
cents), of which 3,800,000 will be represented by 3,000,00€ 
voting trust certificates and 800,000 warrants. These of- 
ferings are to be made in two parts: (1) an offering, at 
60 cents per share, of 200,000 shares for subscription by 
stockholders of record April 30, 1955, on a two-for-one 
basis; and (2) a public offering of 3,000,000 shares, to be 
represented by voting trust certificates, at 58.8235 cents 
per share. Proceeds—For racing plant construction. Um~ 
derwriter—None. Hyman N. Glickstein, of New York 
City. is Vice-President. 

Saratoga Plastics, Inc. 

Jan. 20 (letter of notification) 100,000 shares of com- 
mon stock (par $1). Price—$1.75 per share. Proceeds— 
To strengthen the over-all financial structure of the 
company. Office—North Walpole, N. H. Underwriter— 
First New Hampshire Corp., Concord, N. H. 

Sayre & Fisher Brick Co. 

Sept. 30 filed 325,000 shares of capital stock (par $1). 
Price—To be supplied by amendment. Proceeds — For 
prepayment of outstanding 542% sinking fund bonds due 
1970; balance for general corporate purposes, including 
additions and improvements and working capital. Under- 
writer — Barrett Herrick & Co., Inc., New York City. 

Seaboard Drug Co., Inc. 

Jan. 19 (letter of notification) 300,000 shares of Class A 
stock (par 10 cents). Price—$1l per share. Proceeds— 
For purchase of Mericin, Calona and Avatrol; market 
testing of Homatrone; and for working capital. Office— 
21 West 45th St., New York, N. Y. Underwriter—Foster- 
Mann, Inc., New York City. 


Shangrila Uranium Corp. 
Dec. 30 (letter of notification) 300,000 shares of com- 
mon stock. Price—At par ($1 per share). Proeceeds— 
For mining expenses. Underwriter—Western States In- 
vestment Co., Tulsa, Okla. 
Wyo. Wnderwriter—Valley State Brokerage, Inc., 2520 
South State St., Salt Lake City, Utah. 


@ Slick Airways, Inc., Burbank, Calif. (2/28) 

Jan. 31 filed 422,992 shares of common stock (no par) to 
be offered for subscription by stockholders at the rate 
of one new share for each share held of record Feb. 24, 
1956; rights to expire on March 13. Price—To be supplied 
by amendment. Proceeds — To repay certain indebted- 
ness; to purchase additional equipment and facilities; 
and for working capital. Underwriter — Auchincloss, 
Parker & Redpath, Washington, D. C., and New York. 


South States Oil & Gas Co. 

Feb. 8 filed 245,000 shares of common stock (par $2). 
Price—$5 per share. Proceeds—To pay for note issued 
in part payment for acquisition of property; for acqui- 
sition of further oil and gas leasehold interests; for de- 
velopment and drillings costs; and working capital. 
Office — San Antonio, Tex. Underwriters — Dittmar & 
Co.; Russ & Co.; and Dewar, Robertson & Pancoast, all 
of San Antonio, Tex. 


®@ Southern Indiana Gas & Electric Co. 

Feb. 2 filed 83,030 shares of common stock (no par) be- 
ing offered for subscription by common stockholders of 
record Feb. 21, 1956 on the basis of one new share for 
each 11 shares held; rights to expire on March 8. Price— 
$28.50 per share. Proceeds—For repayment of bank loans 
and for new construction. Underwriter—Smith, Barney 
& Co., New York. 


®@ Southern Oxygen Co., Bladensburg, Md. 

Feb. 1 filed $2,650,000 of 6% convertible subordinated 
debentures due April 1, 1966, of which $1,400,000 prin- 
cipal amount are being offered in exchange for presently 
outstanding 6% convertible subordinated debentures 
due 1962, par for par; the offer to expire on March 16. 
The old debentures have been called for redemption 
and payment March 31, 1956 at 100'2% and accrued in- 
terest. On exchanges the one-half of 1% redemption 
premium will be paid. Price—100% of principal amount. 
Proceeds—To redeem old debentures, to purchase prop- 
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erty and equipment for new construction and working 
capital. Underwriters—Johnson, Lemon & Co., Wash- 
ington, D. C., and Union Securities Corp., New York. 

Southwest Manufacturing Co. of Little iock, Ark. 
Jan. 17 (letter of notification) $100,000 of 6% convertible 
debentures due 1965 and 20,000 shares of common stock 
(par $1). Price—Of debentures, at par (in denominations 
of $1,000 each); and of stock, $5 per share. Proceeds— 
For expansion program. Office—Little Rock, Ark. Un- 
derwriters—Hill, Crawford & Lanford, Inc., and South- 
ern Securities Corp., both of Little Rock, Ark. 


% Southwestern Investment Co., Amarillo, Texas 
Feb. 13 (letter of notification) 10,000 shares of common 
stock to be offered to employees. Price—To be 95% of 
the market price or of the book value, whichever is 
higher at date of sale. The estimated or approximate 
price will be $12.65 per share. Proceeds—For working 
capital. Underwriter—None. 

Southwestern Public Service Co. (2/279) 
Feb. 3 filed $10,000,000 of first mortgage bonds due 1981 
and 120,000 shares of cumulative preferred stock (par 
$25). Price—To be supplied by amendment. Proceeds— 
To repay bank loans. Underwriter—Dillon, Read & Co. 
Inc., New York. 


Spokane Natural Gas Co. (2/28) 
Feb. 2 filed $3,505,000 of subordinate interim notes due 
Jan. 31, 1962 and 70,100 shares of common stock (par 
$1) to be offered in units of $50 of notes and one share 
of stock which will not be separately transferable until 
May 31, 1956. Price — To be supplied by amendment. 
Proceeds—Together with funds from bank loan of $6,- 
275,000, for construction program. Underwriter—White, 
Weld & Co., New York. 

Spurr Mining Corp. 
Nov. 9 (letter of notification) 300,000 shares of common 
stock. Price—$1 per share. Proceeds—For mining ex- 
gg ' raaea sieamutiaia aa Securities Co., Washing- 
on, VD. LU. 


Strategic Metals, Inc., Tungstonia, Nevada 
Jan. 4 (letter of notification) 1,200,000 shares of com- 
mon stock. Price—25 cents per share. Proceeds—For 
expenses incident to mining operations. Underwriter— 
R. Reynolds & Co., Salt Lake City, Utah. 


Suburban Land Developers, Inc., Spokane, Wash. 
Feb. 2 (letter of notification) 920 shares of 6% cumula- 
tive non-voting preferred stock ($100 per share) and 
2,160 shares of common stock (par $10). Price—Of pre- 
ferred, $100 per share; and of common, $15 per share. 
Proceeds—For improvements and working capital. Of- 
fice—909 West Sprague Ave., Spokane, Wash. Under- 
writer—W. T. Anderson & Co., Inc., Spokane, Wash. 


@ Sulphur Exploration Co., Houston, Texas 

Nov. 21 filed 600,000 shares of 6% convertible non- 
cumulative preferred stock to be offered for subscrip- 
tion by common stockholders on the basis of one pre- 
ferred share for each common share held. Price—At 
par ($2 per share). Proceeds—For construction and op- 
eration of sulphur extraction plant. Underwriter—To 
be named by amendment. Statement to be withdrawn. 


Superior Uranium Co., Denver, Colo. 
Nov. 9 (letter of notification) 29,600,000 shares of com- 
mon stock. Price—At par (one cent per share). Pro- 
ceeds—For mining operations. Office—608 California 
Bidg., Denver, Colo. Underwriter—Securities, Inc., P. O. 
Box 127, Arvada, Colo. 


Taylor Petroleum Corp., Norman, Okla. 
Feb. 1 filed 200,000 shares of common stock (par $1). 
Price—To be supplied by amendment. Proceeds—For 
working capital, drilling and completion of additional 
wells, possible acquisition of interests in additional oil 
and gas leases and exploration for oil and gas. Under- 
writer—Hayden, Stone & Co., New York. 


Tele-Broadcasters, Inc., New York 
Jan. 11 (letter of notification) 200,000 shares of common 
stock (par five cents). Price—$1.50 per share. Proceeds 
—For conversion of station “WARE” to full-time broad- 
casting; to buy a fourth radio station; and for general 
corporate purposes. Underwriter—Joseph Mandell Co., 
48 Hudson Ave., Waldwick, N. J. 


% Telechrome Manufacturing Co. 

Feb. 15 (letter of notification) 99,800 shares of class A 
common stock (par 10 cents). Price—$3 per share. Pro- 
ceeds—For expansion and working capital. Business— 
Electronic apparatus. Office — 84 East Merrick Road, 
Amityville, L. lL, N. Y. Underwriter—All States Secu- 
rities Dealers, Inc., New York. 


e Tenison Drilling Co., Inc., Billings, Mont. 

Dec. 12 filed 400,000 shares of common stock (par 10¢). 
Price—$1 per share. Proceeds—For drilling test costs, 
payment of notes and accounts payable and loans and 
for general working capital. Underwriter — Carroll. 


Kirchner & Jaquith, Inc., Denver, Colo. St & 
fective Feb. 15. ‘ o. Statement ef 


Texas Eastern Transmission Corp. 
Nov. 30 filed 200,000 shares of cumulative preferred 
stock (par $100). Price—To be supplied by amendment. 
Proceeds—Toward redemption of presently outstanding 
190,000 shares of 5.50% first preferred stock. Under- 


writer—Dillon, Read & Co., Inc., New York. Offering— 
Temporarily postponed. 


Texas Electric Service Co. (2/28) 
Jan. 27 filed $10,000,000 of first mortgage bonds due 1986. 
Proceeds—To repay bank loans and for new construc- 
tion. Underwriter — To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.: 
The First Boston Corp.; Union Securities Corp.; Kuhn, 
Loeb & Co., Lehman Brothers and Blyth & Co., Inc. 
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(jointly); Hemphill, Noyes & Co. and Drexel & Co. 
(jointly); Kidder, Peabody & Co. and Merrill Lynch, 
Pierce, Fenner & Beane (jointly); Harriman Ripley & 
Co. Inc. and Stone & Webster Securities Corp. (jointly) 
Bids—To be received up to 11:30 a.m. (EST) on Feb. 28 
at Room 2033, Two Rector St., New York 6, N. Y. 
Tex-Star Oil & Gas Corp., Dallas, Texas 

Jan. 20 (letter of notification) 99,990 shares of common 
stock (par $1). Price — $3 per share. Proceeds—For 
working capital and general corporate purposes. Office 
—Meadows Building, Dallas, Texas. Underwriter — 
Thomas F. Neblett, Los Angeles, Calif. 


Tomrock Copper Mines Ltd., Toronto, Canada 
Feb. 9 filed 200,000 shares of common stock (par $1) to 
be offered publicly to residents of the United States. 
Price — 50 cents per share. Proceeds — For exploraiion 
and development costs. Underwriter—Harold W. Lara, 
241 Sanford St., Rochester, N. Y. 


@ Trane Co., LaCrosse, Wis. (2/24) 
Feb. 3 filed 120,000 shares of common stock (par $2). 
Price—To be supplied by amendment. Proceeds—For 
capital expenditures and general corporate purposes. 
Underwriter—Smith, Barney & Co., New York. 
* Tremont Motel Corp. 
Feb. 16 (letter of notification) 80,000 shares of common 
stock (par 10 cents). Price—$2.50 per share. Proceeds 
—For purchase of property and construction of addi- 
tional motor courts; and for working capital. Office— 
744 Broad St., Newark, N. J. Underwriter—Berry & Co., 
Plainfield, N. J. 

Trinidad Brick & Tile Co. 
Dec. 14 (letter of notification) 800 shares of common 
stock (par $100); and $75,000 of 6% construction notes 
due Dec. 15, 1963. Price—At par. Proceeds—For pay- 
ing notes payable and accounts payable and operating 
capital. Office—Trinidad, Colo. Underwriters—Fair- 
man, Harris & Co., Inc., Chicago, IIl. 

Tunacraft, Inc., Kansas City, Mo. 
Jan. 17 (letter of notification) $250,000 of 6% 12-year 
registered subordinated sinking fund debenture notes 
due Jan. 1, 1968. Price—At par. Proceeds—To reduce 
outstanding secured obligations. Underwriter—McDon- 
ald, Evans & Co., Kansas City, Mo. 


Underwriters Factors Corp. 

Dec. 7 (letter of notification) 29,500 shares of 63%% 
participating convertible preferred stock (par $10) and 
2,950 shares of common stock (par one cent) to be 
offered in units of 10 shares of preferred stock and 
one share of common stock. Price — $100.01 per unit. 
Proceeds — To increase working capital. Office — 51 
Vesey St., New York, N. Y. Underwriter—New York 
and American Securities Co., 90 Wall St., New York, 
2 


Union of Texas Oil Co., Houston, Texas 
Jan. 19 (letter of notification) 240,000 shares of common 
stock (par 10 cents). Price—$1.25 per share. Proceeds— 
For expenses incident to oil production. Office — San 
Jacinto Building, Houston, Tex. Underwriter—Mickle & 
Co., Houston, Texas. 


U. S. Automatic Machinery & Chemical Corp. 
Nov. 4 (letter of notification) 300,000 shares of class A 
common stock (par 10 cents). Price—$1 per share. Pro- 
eeeds — For general corporate purposes. Office—8620 
Montgomery Ave., Philadelphia, Pa. Underwriter—Co- 
lumbia Securities Corp., 135 Broadway, New York. 


Urania, Inc., Las Vegas, Nev. 
Jan. 20 (letter of notification) 50,000 shares of capital 
stock. Price—At par ($1 per share). Proceeds—For ex- 
penses incident to mining operations. Office—1802 South 
Main St., Las Vegas, Nev. Underwriter—Fenner-Streit- 
man & Co., New York City. 


* Uranium Exploration Co., Salt Lake City, Uta 
Feb. 13 (letter of notification) 77,875 shares of common 
stock (par 25 cents). Price—$1 per share. Proceeds— 
For mining expenses. Office—538 East 21st South St., 
Salt Lake City, Utah. Underwriter — Pioneer Invest- 
ments, Salt Lake City, Utah. 


*% Uranium Exp!oration & Copper Co. of Nevada 
Feb. 14 (letter of notification) 200,000 shares of capital 
stock (par 10 cents). Price—40 cents per share. Pro- 
ceeds—For mining expenses. Office—300 Fremont St., 
Suite 108, Las Vegas, Nev. Underwriter—None. 


% Utakecan, Inc., Spokane, Was. 

Feb. 13 (letter of notification) 1,000,000 shares of com- 
mon capital stock (par 10 cents). Price — 25 cents per 
share. Proceeds — For mining expenses. Office — 1825 
E. Sprague Ave., Spokane, Wash. Underwriter—None. 


Utco Uranium Corp., Denver, Colo. 
Jan. 30 (letter of notification) 200,000 shares of com- 
mon stock, which are covered by an option held by the 
underwriter. Price—10 cents per share. Proceeds—For 
mining expenses. Office—310 First National Bank Bldg., 
Denver, Colo. Underwriter — Amos C. Sudler & Co., 
same city. 


® Van Waters & Rogers, Inc., Seattle, Wash. (3/6) 
Feb. 14 filed 63,560 shares of common stock (par $1). 
Price—To be supplied by amendment. Proceeds—To re- 
duce bank borrowings and for working capital. Under- 
writer—Blyth & Co., Inc., San Francisco and New York. 


Vance Industries, Inc., Evanston, Ill. 
Jan. 24 (letter of notification) 7,000 shares of common 
stock (par one cent). Price—$7 per share. Proceeds— 
To selling stockholders. Office — 2108 Jackson Ave., 
Evanston, Ill. Underwriter—Arthur M. Krensky & Co., 
Inc., Chicago, Il. 


Wagon Box Uranium Corp., Provo, Utah 
Nov. 21 filed 2,000,000 shares of common stock (par 
five cents), Price—25 cents per share. Proceeds—To 
explore and acquire claims, for purchase of equipment 











and for working capital and other corporate purposes. 
Underwriter—H. P. Investment Co., Provo, Utah and 
Honolulu, Hawaii. 

® Walden Telep;one Co., Walden, N. Y. 

Feb. 1 (letter of notification) 1,500 snares of cumulative 
preferred stock, series B (par $50). Price—To be sup- 
plied by amendment. Proceeds—To redeem $19,000 542% 
preferred stock; to repay bank loans of $40,090; and 
for .construction program. Office—75 Orange Avenue, 
Walden, N. Y. Underwriter—Blair & Co., Incorporated, 
Philadelphia, Pa. 

% Washington Gas Light Co. (3/5) 

Feb..15 filed a minimum of 148,917 shares of common 
stock (no par) to be offered for subscription by common 
stockholders of record March 2, 1956, at rate of one new 
share. for each eight shares held; rights to expire on 
March 20. Price—To be supplied by amendment. Pro- 
ceeds — For construction program. Underwriters — The 
Firsf Boston Corp., New York, and Johnston, Lemon &: 
Co.,.Washington, D. C. 


West Jersey Title & Guaranty Co. 

Jan..23 (letter of notification) 10,000 shares of common 
stock (par $10) of which 8,000 shares are first to be 
offered for a period of 30 days in exchange for outstand- 
ingspreferred stock on a 2-for-1 basis; any shares re- 
maining will be offered to common stockholders. Price— 
$25 per share. Office—Third and Market Sts., Camden, 
N. J.. Underwriter—None. 


Westcoast Transmission Co., Ltd. (3/5-9) 

Jam. 26 filed $20,500,090 (U.S.) 32-year subordinate de- 
bentures, due Feb. 1, 1988, and 615,000 shares of capital 
stock (no par) to be offered in units of $100 of deben- 
tures’ and three shares of stock. Price—To be supplied 
by &méndment. Proceeds—Together with funds to be re- 
ceived from insurance companies and banks and from 
sale of an additional 3,271,000 shares of stock to West- 
coast Investment Co., to be used to construct a pipe-line 
system. Office—Calgary, Alta. Canada. Underwriter— 
Eastman, Dillon & Co., New York. 


@ Western Greyhound Racing, Inc. (3/19-23) 

Deg, 19 filed 1,950,000 shares of common stock (par one 
cent), of which 1,800,000 shares are to be offered pub- 
licly. Price—$1.25 per share. Proceeds—To purchase as- 
sets of Arizona Kennel Club, and for working capital 
and*other general corporate purposes. Office—Phoenix, 
Ariz. Underwriter—M. J. Reiter Co., New York. 


* Western Securities Corp. of New Mexico 
Febe13 (letter of notification) 50,000 shares of common 
stock, Price—At par ($1 per share). Proeeeds—To start 
a dealer or brokerage business. Office—921 Sims Bldg., 
Albuquerque, N. M. Underwriter—None. 


% Whitaker Cable Corp., No. Kansas City, Mo. 
Feb13 (letter of notification) 23,300 shares of common 
stock (par $1) to be offered under the employees’ stock 
option plan. Price—At market (estimated at approxi- 
mately $12.871% per share). Proceeds—For general cor- 
porate purposes. Office—13th and Burlington St., No. 
Kansas City, Mo. Underwriter—None. 


* White Sage Uranium Corp. 

Feb. 13 (letter of notification) 15,000,000 shares of capi- 
tal stock. Price—At par (one cent per share). Proceeds 
—For mining expenses. Office—547 East 21st South St., 
Salt Lake City, Utah. Underwriter—Empire Securities 
Corp., Salt Lake City, Utah. 


* Wilicox & Gibbs Sewing Mac‘iine Co. (3/1) 

Feb. 16 (letter of notification) 22,000 shares of common 
stock (par $5) to be offered for subscription by common 
stockholders of record Feb. 27, 1956 on the basis of one 
new share for each 19 shares held; rights to expire on 
March 23. Price—$7.15 per share. Proceeds—For general 
corporate purposes. Office — 214 West 39th St., New 
York. Underwriter—None. 


Wy-Cal Uranium Enterprises, Inc., Lander, Wyo. 
Dec. 6 (letter of notification) 273,000 shares of capital 
stock (par 50 cents). Price—S1 per share. Proceeds— 
Far mining operations. Office—268 Main St.. Lander. 
Wyo. Underwriier—Valley State Brokerage, Inc., 2520 
South State St., Salt Lake City, Utah. 


Zenith-Utah Uranium Corp. 
Sept. 14 (letter of notification) 6,000,000 shares off class 
A common stock. Price—At par (five cents). Proceeds 
—For mining expenses. Office—45 East Broadway, Salt 
Lake City, Utah. Underwriter—Bel-Air Securities Corp., 
tame city. 


Prospective Offerings 


* Air-Vue Products Corp., Miami, Fla. 

Feb. 20 it was reported early registration is expected 
of 150,000 shares of common steck. Price—Around $4.25 
per share. Proceeds — For expansion program. Under- 
writer—Arthur M. Krensky & Co., Inc., Chicago, Ill. 


% American Alloys Corp., Kansas City, Mo. 

Feb. 21 stockholcers were to vote to increase authorized 
common stock from 600,000 shares (374,500 outstanding) 
to 1,000,000 shares (par 25¢) and to create an authorized 
issue of 200,000 shares of preferred stock (par $5). Pro- 
ceeds—From sale of any new securities to be used to in- 
crease plant capacity, retire debt and for working capital. 
Underwriter—Previous financing was handled by S. D. 
Fuller & Co., New York. 


American Gas & Electric Co. 
Jan. 30 it was reported company plans to offer about 
$30,000,000 of common stock to its common stockholders 
in June or July. Underwriter — To be determined by 
competitive bidding. Probable bidders: The First Boston 
Corp. and Union Securities Corp. (jointly); Blyth & Co., 
Inc. 
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® American Security & Trust Co., Washington, D. C. 
Feb. 21 the Bank offered to its stockholders of record 
Feb. 10 the right to subscribe on or before March 13 tor 
124,6€625 shares of its capital stock (par $10) on the 
basis of one new share for each three shares held. Price 
—$43.50 per share. Proceeds — To increase capital and 
surplus. Underwriters—Alex. Brown & Sons; Auchin- 
closs, Parker & Redpath; and Folger, Nolan-W. B. Hibbs 
& Co., Inc. 


American Shopping Centers, Inc. 
Jan. 23 it was announced company will soon offer pub- 
licly some new securities in the approximate amount of 
$6,000,000. Proceeds—To acquire shopping centers. Of- 
fice— Minneapolis, Minn. Underwriter—Carl M. Loeb, 
Rhoades & Co., New York. 


Automatic Washer Corp. 
Dec. 5 it was reported company plans early registration 
of 250,000 shafes of common stock (par $1.50). Under- 
writer—Cohen, Simonson & Co., New York. 
% Baltimore & Ohio RR. 
Feb. 16 company sought ICC authority to issue up 
to $54,710,000 of convertible 442% debentures, series A, 
due Feb. 1, 2010, which it proposes to offer in exchange 
to holders of its outstanding convertible 442% income 
bonds on a par-for-par basis. 


Bank of America, N. T. & S. A. (3/13) 
Jan. 17 it was announced the company plans to offer 
1,600,000 additional shares of capital stock to stock- 
holders of record March 12 in the ratio of one new 
share for each 15 shares held, subject to approval of 
stockholders on March 6; rights to expire on April 2. 
Price—To be determined later. Proceeds—For expan- 
sion, etc. Underwriters—Blyth & Co., Inc. and Dillon, 
Read & Co. Inc. 


California Bank, Los Angeles, Calif. 
Feb. 9 Bank offered 169,200 shares of common stock to 
stockholders on the basis of one new share for each 
seven shares held as of record Feb. 8, 1956; rights to 
expire on March 9. Price—$42.50 per share. Proceeds— 
To increase capital and surplus. Underwriter—Blyth & 
Co., Inc., Los Angeles, Calif. 


%* California Oregon Power Co. 
Feb. 13 it was reported company plans to issue and sell 
in April or May $16,000,000 of first mortgage bonds. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Blyth & 
Co., Inc. and The First Boston Corp. (jointly); Lehman 
Brothers; White, Weld & Co.; Merrill Lynch, Pierce, 
Fenner & Beane and Kidder, Peabody & Co. (jointly). 

Central Illinois Light Co. (4/4) 
Jan. 25 it was announced company plans to offer to its 
common stockholders of record April 3 the right to sub- 
scribe on or before April 19 for 100,000 additional shares 
of common stock on the basis of one new share for each 
10 shares held. Price—In the neighborhood of $50 per 
share. Proceeds—For construction program. Underwriter 
—Union Securities Corp., New York. Registration—Ex- 
pected on or about March 15. 

Chicago & North Western Ry. (3/1) 
Bids will be received up to noon (CST) on March 1, 
at Room 1400, 400 West Madison St., Chicago 6, Ill., for 
the purchase from the company of $3,990,0C0 equipment 
trust certificates to be dated Nov. 1, 1955, and to mature 
in 15 equal annual instalments. Probable bidders: Hal- 
sey, Stuart & Co. Inc.; Salomon Bros. & Hutzler. 


Citizens & Southern National Bank, At'anta, Ga. 
Feb. 4 it was announced Bank has offered 100,000 
additional shares of common stock (par $10) to stock- 
holders on the basis of one new share for each nine 
shares held as of Jan. 20, 1956; rights to expire on 
March 2. Price—$30 per share. Proceeds—To increase 
capital and surplus. 

Columbia Gas System, Inc. (5/1) 

Jan. 9 it was reported company plans to issue and sell 
$40,000,000 of 25-year debentures. Underwriters—To be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Morgan Stanley & Co. Bids— 
Tentatively expected to be received on May 1. 

* Columbia Gas System, Inc. (10/2) 

Feb. 15 it was announced company may issue and sell 
$30,000,000 of debentures. Underwriter — To be deter- 
mined by competitive bidding. Probable bidders: Halsey, 
Stuart & Co. Inc.; Morgan Stanley & Co. Bids—Expect- 
ed to be received on Oct. 2. 

Commonwealth Edison Co. 

Jan. 24 it was announced that company may issue be- 
tween $35,000,000 to $50,000,000 of bonds. Proceeds—For 
construction program. Underwriter—To be determined 
by competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Glore, Forgan & Co. and Blyth & Co., Inc. 
(jointly); The First Boston Corp. ‘he 

Consolidated Freightways, Inc. 

Dec. 21 it was announced corporation plans to ‘offer 
new common shares to preferred steckholders at market 
prices payable with funds to be received March 15, 1956 
from the redemption of the preferred stock. Underwriter 
—Probably Blyth & Co., Inc., San Francisco, Calif, 

Consolidated Water Co. 

Jan. 16, Frank A. O’Neill, President, announced that the 
company sometime between now and the summer of 
1956, will probably do some additional financing. Pro- 
ceeds—For expansion. Underwriters—The Milwatikee 
Co.; Harley Haydon & Co., Inc.; and Indianapolis Bond 
& Share Corp. underwrote ‘class A common stock offer- 
ing made last August. £8, 


tt 

Delaware Power & Light <o. ; 
Sept. 28 it was announced that the company expeets to 
undertake some common stock financing, probably 
first to common stockholders. Proceeds—For cofistfuc- 
tion program. Underwriter—-To be determined by ¢om- 
petitive bidding. Probable bidders: W. C. Langley & 
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Co. and Union Securities Corp. (jointly); Kidder, Pea- 
body & Co. and Merrill Lynch, Pierce, Fénner & Beane 
(jointly); Carl M. Loeb, Rhoades & Co.; Blyth & Co. 
Inc. and "The First Boston Corp. (jointly): White, Weld 
& Co. and Shields & Co. (jointly); Lehman Brothers. 
Offering—Expected in June or July. 


Dolly Madison International Foods Ltd. 
Nov. 15 it was announced that Foremost Dairies, Inc. 
intends at a future date to give its stockholders the "right 
to purchase its Dolly Madison stock. Underwriter— 
Allen & Co., New York. 


Du Mont Broadcasting Corp. 
Aug. 10 it was announced that corporation, following is- 
suance on Dec. 2 to stockholders of Allen B. Du Mont 
Laboratories, Inc. of 944,422 shares of common stock as 
a dividend, contemplates that additional shares will be 
offered to its stockholders. This offering will be un- 
derwritten. Kuhn, Loeb & Co. and Van Alstyne, Noel 
& Co. handled Du Mont Laboratories class A stock fi- 
mancing some years ago. Stockholders of Laboratories 
on Oct. 10 approved formation of Broadcasting firm. 
% Duke Power Co. (5/7) 
Feb. 15 it was announced company plans to issue and 
sell this Spring $30,000,000 of first and refunding mort- 
gage bonds due 1986. Proceeds—To repay bank loans 
and for construction program. Underwriter—To be de- 
termined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; The First Boston Corp.; Mor- 
gan Stanley & Co.; Stone & Webster Securities Corp. 
Bids—Tentatively expected to be received on May 7. 
* Duke Power Co. (5/10) 
Feb. 15 it was announced company precposes to offer to 
its common stockholders this Spring (probably to holders 
of record May 10, 1956) additional common stock on a 
1-for-25 basis; rights to expire on May 25. This would 
involve 367,478 shares. Proceeds — About $9,000,000, to 
be used for construction program. Underwriter—None. 

Duquesne Light Co. 
Jan. 30, Philip A. Fleger, Chairman of the Board, an- 
nounced that “it appears that we will need $18,000,000 
to $20,000,000 of new money to complete our construc- 
tion program this year, and we contemplate selling bonds 
in that amount. No other financing is planned for this 
year.” Underwriter—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
White, Weld & Co.; Kuhn, Loeb & Co., Union Securities 
Corp. and A. C. Allyn & Co., Ine. (jointly); Drexel & 
Co. and Equitable Securities Corp (jointly); Glore, For- 
gan & Co.; Harriman Ripley & Co. Inc.; The First Bos- 
ton Corp. Bids—Expected to be received sometime in 
April or May. 
%* El Paso Electric Co. (4/5) 
Feb. 16 it was reported company plans to offer to its 
common stockholders of record April 4 the right to sub- 
scribe on or before April 25 for 56,025 additional shares 
of common stock on a 1-for-15 basis. Dealer-Manager— 
Probably Stone & Webster Securities Corp. Registration 
—Expected March 15. 


% El Paso Electric Co. (5/8) 

Feb. 16 it was reported company plans to issue and sell 
20,000 shares of cumulative preferred stock (no par). 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Merrill Lynch, Pierce, Fenner & 
Beane; Salomon Bros. & Hutzler; Stone & Webster Secu- 
rities Corp.; Blair & Co. Incorporated; Equitable Secu- 
rities Corp.; Union Securities Corp.; Kidder, Peabody & 
Co., White, Weld & Co., and Shields & Co. (jointly). 
Bids—Expected to be received on May 8. Registration— 
Tentatively expected April 10. 


Federal Pacific Electric Co. 
Feb. 10 it was announced stockholders will vote March 
12 on approving a new issue of 20,009 shares of preferred 
stock (par $100). Proceeds—About $2,000,000, together 
with $2,000,000 from private sale of notes, to repay bank 
loans. Underwriters—H. M. Byllesby & Co. (Inc.) and 
Hayden, Stone & Co., New York. 


Flo-Mix Fertilizers Corp., Houma, La. 
Dec. 12 it was reported early registration is expecteé 
of 159,000 shares of common stock. Price — Probably 
$5 per share. Underwriters—Fairman, Harris & Co., Inc., 
and Straus, Blosser & McDowell, both of Chicago, Il. 


Florida Power Corp. 

Feb. 13 it was announced company plans to issue and sell 
probably in April $15,000,000 of first mortgage bonds. 
Underwriters—To be determined by competitive bid- 
ding. Probable bidders: Halsey, Stuart & Co. Inc.; Kid- 
der, Peabody & Co. and Merrill Lynch, Pierce, Fenner 
& Beane (jointly); Lehman Brothers and Blyth & Co., 
Inc. (jointly); Glore, Forgan & Co.; The First Boston 
Corp. 


*% Florida Power & Ligit Co. (4/3) 

Feb. 13, McGregor Smith, Chairman, announced that 
company plans to issue and sell $15,000,000 of first mort- 
gage bonds. Proceeds—For construction program. Un- 
derwriter—T>s be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Merrill 
Lynch, Pierce, Fenner & Beane; Blyth & Co., Inc., and 
Lehmen Brothers (jointly); White, Weld & Co.; The 
First Boston Corp. Bids—Expected to be received on 
April 3. Registration—Scheduled for March 2. 


Gereral Tire & Rubber Co. 

Jan. 20 it was announced stockholders will vote Feb. 24 
on approving a proposal to increase the authorized com- 
mon stock to 2,500,000 from 1,750,000 shares and the 
autherized preference stock to 1,000,000 from 350,000 
shares; also on a proposal that any issue of debentures 
may include a privilege to convert into common stock 
and permit the company to issue warrants to purchase 
common stock, provided the total that may be issued 
does not exceed 400,000 shares. Underwriter—Kidder,, 
Peabody & Co., New York. 


(983) 47 


Georgia Power Co. (3/29) 

Jan. 23 it was announced company plans to issue and sell 
£12,000,000 of first mortgage bonds. Proceeds—For con- 
struction program. Underwriter—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Morgan, Stanley & Co.; The First Boston Corp.; 
Shields & Co. and Salomon Bros. & Hutzler (jointly); 
Harriman Ripley & Co. Inc.; Lehman Brothers; Blyth & 
Co., Inc. and Kidder, Peabody & Co. (jointly); Union 
Securities Corp. and Equitable Securities Corp. (jointly). 
Bids—-Expected to be received on March 29. Registra- 
tion—Planned for March 2. 


Gulf States Utilities Co. 

May 16 it was reported company may issue and selj 
$10,000,000 first mortgage bonds if market conditions 
permit. Underwriter—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Ine.; 
Lehman Brothers; Merrill Lynch, Pierce, Fenner & 
Beane and White, Weld & Co. (jointly); Salomon Bros, 
& Hutzler and Union Securities Corp. (jointly); a 
Loeb & Co. and A. C. Allyn & Co., Inc. (jointly); Lee 
Higginson Corp. and Car] M. Loeb, Rhoades & Co. (joint- 
ly); Stone & Webster Securities Corp. 


Hudson Pulp & Paper Corp. 
Nov. 28 it was reported company may do some public 
financing in connection with proposed newsprint mill, 
which, it is estimated, will cost about $25,000,000. Under- 
writer—Lee Higginson Corp., New York. 


Illinois Central RR. (2/23) 

Bids will be received by the company up to noon 
(CST) on Feb. 23 at 125 East 11th Place, Chicago 5, IIL, 
for the purchase from it of $9,900,000 equipment trust 
certificates, series 42, to be dated March 1, 1956 and 
mature in 30 equal semi-annual instalments. Probable 
bidders: Halsey, Stuart & Co. Inc.; Salomon Bros. & 
Hutzler. 


Inland Steel Co. 

Nov. 3, Joseph L. Block, President, announced that a 
substantial portion of the required funds for the com- 
pany’s expansion program (estimated to cost approxi- 
mately $260,000,000 for three-year period 1956-1958) 
will be derived from retained earnings and depreciation 
reserves. However, he stated, it will also be necessary 
to secure a large portion through public financing. It is 
quite likely that a major part will be in the form of debt 
financing. No such financing is contemplated during the 
current year, nor have the times or methods of financ- 
ing been definitely determined. Underwriter — Kuhn, 
Loeb & Co., New York. 


Inter-County Telephone & Telegraph Co. of 
Ft. Myers, Fla. 
Jan. 16 it was reported company is considering to offer 
publicly an issue of common stock. Underwriter—Cen- 
tral Republic Co., Inc., Chicago, Ill. 


Jersey Central Power & Light Co. 

Feb. 6 it was reported company may in May or June 
1956, issue and sell $9,000,000 first mortgage bonds. 
Underwriter—-To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Lehman 
Brothers; White, Weld & Co.; Kidder, Peabody & Co.; 
Union Securities Corp., Salomon Bros. & Hutzler and 
Merrill Lynch, Pierce, Fenner & Beane (jointly); Blair 
& Co. Incorporated. 


Kansas City Power & Light Co. (4/16-20) 
Feb. 7 it was announced company plans to issue and sell, 
probably in mid-April, 120,000 shares of preferred stock 
(par $100). Proceeds—To retire short-term bank loans. 
Underwriters—Blyth & Co., Inc., and The First Boston 
Corp. 


Kentucky Utilities Co. 
Jan. 25 it was reported company plans to issue and sell 
$10,000,000 of first mortgage bonds some time in April. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Blyth & Co., 
Inc.; Lee Higginson Corp.; Equitable Securities Corp.; 
Kidder, Peabody & Co. and White, Weld & Co. (joint- 
ly); Union Securities Corp. and Merrill Lynch, Pierce, 
Fenner & Beane (jointly); Baxter, Williams & Co.;, 
Kuhn, Loeb & Co. 


Kimberly-Clark Corp., Neenah, Wis. 

Nov. 22 it was announced that the company plans fur- 
ther financing, the nature and extent of which has not 
yet been determined, except it is not the present inten- 
tion to sell additional common stock. Proceeds—To be 
used to pay for further expansion, estimated to cost an 
additional $37,000,000. Underwriter—Blyth & Co., Inc., 
New York. 


Laclede Gas Co., St. Louis, Mo. (3/14) 
Jan. 30 it was reported company plans to offer to its 
common stockholders of record March 16 the right to 
subscribe on or before April 3 for 202,657 shares of 
convertible preferred stock (par $25) on the basis of 
one preferred share for each 15 common shares held. 
Underwriter—To be determined by competitive bidding. 
Probable bidders may include Lehman Brothers; White, 
Weld & Co.; Stone & Webster Securities Corp.; Blair & 
Co. Incorporated and Drexel & Co. (jointly). Bids— 
Expected to be received about March 14. 

Lone Star Steel Co. 
Jan. 24, E. B. Germany, President, announced that the 
company plans the private and public sale of new secu- 
rities during the first half of the current year. Proceeds 
—To retire indebtedness of company held by the RFC 
and the Treasury Department. Underwriters—Probably 
Dallas Rupe & Son; Estabrook & Co.; and Straus & 
Blosser. 


Maine Bonding & Casualty Co. 
Feb. 4 it was announced that the company plans to offer 
to its common stockholders on a 3-for-7 basis an addi- 
tional 30,000 shares of common stock (par $10). Under- 
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writer—To be selected. Meeting—Stockholders on Feb. 
17 wil) vote on increasing authorized common stock from 
50,000 shares to 100,000 shares. Of the increased stock, 
20,000 shares are to be issued as a 40% stock dividend 
on March 1 to stockholders of record Feb. 17. 
Metropolitan Edison Co. 
Feb. 6 it was reported that company is considering the 
sale of additional first mortgage bonds later this year. 
Underwriter—To be determined by competitive bidding. 
Probable bidder's: Halsey, Stuart & Co. Inc.; White, Weld 
& Co.: Blyth & Co., Inc.; Kidder, Peabody & Co. and 
Drexel & Co. (jcintly); The First Boston Corp. 
Narragansett Electric Co. (3/20) 

Jan. 3 it was announced company plans to issue and sell 
$10,000,000 of first mortgage bonds, series E, due 1986. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; The First 
Boston Corp.; Kuhn, Loeb & Co.; Salomon Bros. & Hutz- 
ler, White, Weld & Co.; Blyth & Co., Inc. and Harriman 
Ripley & Co. Inc. (jointly); Union Securities Corp.; 
Kidder, Peabody & Co. and Stone & Webster Securities 
Corp. (jointly); Lehman Brothers and Goldman, Sachs 


& Co. (jointly). Bids — Expected to be received on 
March 20. 


* Natural Gas Pipe Line Co. of America 

Feb. 20 it was reported company plans to issue and sell 
Jate this Spring $35,000,000 of first mortgage bonds due 
1976. Underwriter—If determined by competitive bid- 
ding, the following may bid: Halsey, Stuart & Co. Inc.; 
White, Weld & Co.; Lehman Brothers and Union Secu- 
rities Corp. (jointly). 


New England Electric System (4/18) 


Jan. 3 it was announced company plans to offer to its 
etockholders 834,976 additional shares of common stock 
on the basis of one new share for each 12 shares held. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Blyth & Co., Inc., Lehman Brothers 
and Bear, Stearns & Co. (jointly); Carl M. Loeb, Rhoades 
& Co., Ladenburg, Thalmann & Co. and Wertheim & Co. 
(jointly); Merrill Lynch, Pierce, Fenner & Beane, Kid- 
der, Peabody & Co. and White, Weld & Co. (jointly). 
Bids—Expected on April 18. 


New England Electric System 


Jan. 3 it was announced company plans to merge its 
subsidiaries, Essex County Electric Co., Lowell Electric 
Light Corp., Lawrence Electric Co., Haverhill Electric 
Co. and Amesbury Electric Light Co., into one company 
during 1956. This would be followed by a $20,000,000 
first mortgage bond issue by the resultant company, the 
mame of which has not as yet been determined. Under- 
writer — May be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Kuhn, Loeb 
& Co., Salomon Bros. & Hutzler, Union Securities Corp. 
and Wood, Struthers & Co. (jointly); Lehman Brothers; 
The First Boston Corp.; Equitable Securities Corp.; Mer- 
rill Lynch, Pierce, Fenner & Beane, Kidder, Peabody & 
Co. and White, Weld & Co. (jointly). 


New England Power Co. 


Jan. 3 it was announced company plans to issue and sell 
$10,000,000 of first mortgage bonds during October 
of 1956. Underwriters—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Kuhn, Loeb & Co., Salomon Bros. & Hutzler, Union 
Securities Corp. and Wood, Struthers & Co. (jointly); 
Lehman Brothers; The First Boston Corp.; Equitable Se- 
curities Corp.; Merrill Lynch, Pierce, Fenner & Beane, 
Kidder, Peabody & Co. and White, Weld & Co. (jointly). 


New York Telephone Co. (3/27) 


Jan. 9 Keith S. McHugh, President, announced that the 
directors have authorized the sale of $55,000,000 of re- 
funding mortgage bonds. Preeeeds—Together with funds 
from sale of 1,100,000 additional shares of common stock 
at $100 per share to American Telephone & Telegraph 
Co., to be used to repay bank loans. Underwriter—To be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Morgan Stanley & Co. Bids— 
Expccted to be received on March 27, 


%* Northern Illinois Gas Co. 


Feb. 20 it was reported company plans to issue and sell 
Jate in March $10,000,000 to $15,000,000 of first mortgage 
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bonds. Underwriter—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Glore, Forgan & Co.; The First Boston Corp.; Blyth & 
Co., inc. 
Northern States Power Co. (Minn.) 

Jan. 19 it was announced company plans to issue and sell 
later this year $20,000,000 of first mortgage bonds due 
1986. Proceeds—For construction program. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Halsey Stuart & Co. Inc.; Blyth & Co., Inc. and 
The First Boston Corp. (jointly); Merrill Lynch, Pierce, 
Fenner & Beane, Kidder, Peabody & Co. and White, 
Weld & Co. (jointly); Equitable Securities Corp. and 
Union Securities Corp. (jointly); Smith, Barney & Co.; 
Lehman Brothers and Riter & Co. (jointly); and Glore, 
Forgan & Co. 


Offshore Gathering Corp., Houston, Texas 
Nov. 18 David C. Bintliff, President, announced com- 
pany has filed an application with the Federal Power 
Commission for a certificate of necessity to build a 
364-mile submarine gas pipeline off-shore the coast of 
Louisiana from the Sabine River to the Gulf Coast of 
the State of Mississippi. lt is estimated that this gather- 
ing system will cost approximately $150,000,000. Type 
of financing has not yet been determined, but tentative 
plans call for private sale of first mortgage bonds and 
public offer of about $40,000,000 of securities (probably 
notes, convertible into preferred stock at maturity, and 


common stock). Underwriter—Salomon Bros. & Huizler, 
New York. 


% Pacific Gas & Electric Co. (3/20) 


Feb. 15, the directors authorized the sale of $25,000,000 
of first and refunding mortgage bonds. Preceeds—For 
construction program. Underwriter—To be determined 
by competitive bidding. Probable bidders: Halsey, Stu- 
art & Co.; Blyth & Co., Inc.; The First Boston Corp. Bids 
—Expected to be received on March 20. 


Pennsylvania Electric Co. (3/20) 


Dec. 19 it was reported company plans to issue and sell 
about $25,000,000 of first mortgage bonds. Proceeds 
— To repay bank loans and for new construction. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; The First 
Boston Corp.; Kuhn, Loeb & Co.; Kidder, Peabody & 
Co.; Equitable Securities Corp.; Harriman Ripley & Co. 
Bids—Expected to be received on March 20. 


Pennsylvania Electric Co. (3/20) 


Dec. 19 it was reported company proposes issuance and 
sale of $9,000,000 of preferred stock early next year. 
Proceeds—For construction program. Underwriter—To 
be determined by competitive bidding. Probable bid- 
ders: Kuhn, Loeb & Co.; W. C. Langley & Co. and 
Glore, Forgan & Co. (jointly); Kidder, Peabody & Co., 
The First Boston Corp.: Smith, Barney & Co.; Harriman 


Ripley & Co. Inc. Bids—Expected to be received on 
March 20. 


% Pennsylvania RR. 


Feb. 14 it was reported company may receive bids about 
the middle of March for about $7,500,000 of equipment 
trust certificates. Probable bidders: Halsey, Stuart & Co. 
Inc.; Salomon Bros. & Hutzler. 


*% Portland Gas & Coke Co. 


Feb. 14 it was reported company plans issue and sale 
of $16,500,000 first mortgage bonds. Underwriter—May 
be determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; White, Weid & Co.; The First 
Boston Corp. 


St. Regis Paper Co. 


Feb. 2 it was announced that company plans early regis- 
tration of commen stock to be offered in exchange for 
Rhinelander Paper Co. stock on a share-for-share basis. 


Dealer-Manager—May be White, Weld & Co., and/or 
A. G. Becker & Co., Inc. 


Seaboard Air Line RR. (2/29) 


Bids will be received up to noon (EST) on Feb. 29 at 
the office of Willkie, Owen, Farr, Gallagher & Walton, 
15 Broad St., New York 5, N. Y., for the purchase from 
the railroad company of $6,555,000 equipment trust cer- 
tificates, series P, to mature in 15 equal annual instal- 
ments. Probable bidders: Halsey, Stuart & Co. Inc.; 
Salomon Bros. & Hutzler. 


Seattle-First National Bank, Seattle 


Jan. 24 bank offered its stockholders of record Jan. 18, 
1956, the right to subscribe on or before Feb. 24 for 
100,000 additional shares of capital stock (par $20) on 
the basis of one new share for each eight shares held. 
Price—$85 per share. Proceeds—To increase capital and 
surplus. Underwriters—Blyth & Co., Inc.; The First Bos- 
ton Corp.; Merrill Lynch, Pierce, Fenner & Beane; 
Pacific Northwest Co.; Dean Witter & Co.; A. C. Allyn & 
Co. Inc.; Foster & Marshall; R. L. Day & Co.; Grande 
& Co., Inc., and Walston & Co. 


% Sierra Pacific Power Co. 


Feb. 16 it was reported company is planning to offer 
78,220 additional shares of common stock to its common 
stockholders on a 1-for-8 basis and 80,500 shares of new 
cumulative preferred stock (par $50) first in exchange 
for outstanding 6% preferred stock (which is callable at 
115). Underwriters—May be Stone & Webster Secu- 
rities Corp. and Dean Witter & Co. if exemption from 
competitive bidding is obtained. 


Southern California Gas Co. 


Jan. 30 it was reported company plans to issue and sell 
in May $40,000,000 of first mortgage bonds. Proceeds— 
For reduction of bank loans and construction program. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Blyth & Co., 
Inc.; Lehman Brothers, White, Weld & Co. and Union 
Securities Corp. (jointly). 


Spencer Telefilm Corp., Beaumont, Texas 


Jan. 16 it was announced company plans to offer pub- 
licly to Texas residents 75,000 shares of capital stock. 
Price—$1.50 per share. Business—To produce, sell and 
distribute syndicated films for television. Underwriter— 
Porter-Stacy Co., Houston, Tex. 


Stubnitz Greene Corp., Adrian, Mich. 


Feb. 1 it was announced corporation plans to offer 
rights to its common stockholders to purchase $1,000,000 
of 5%% sinking fund subordinated debentures, 100,000 
shares of 69-cent cumulative preferred stock, and war- 
rants tc purchase 60,000 shares of common stock at $8 
per share in units of $250 of debentures, 25 shares of 
preferred stock and detachable warrants (good until 
March 31, 1961) to purchase 15 shares of common stock. 
The offering is to be made on the basis of one unit for 
each 100 shares held as of a date not yet determined. 
Price—$418.75 per unit. Proceeds—For expansion and 
working capital. Office —404 Logan Street, Adrian, 
Mich. Underwriter—Golkin & Co., New York. Registra- 
tion—Expected in very near future. 


Tennessee Gas Transmission Co. 


Jan. 28 it was reported company may later this year 
sell $50,000,000 of bonds. Underwriters—Stone & Webster 


Securities Corp., White, Weld & Co. and Halsey, Stuart 
& Co. Inc. 


*% Union Electric Co. of Missouri 


Feb. 15 it was reported company may offer in May 
$35,000,000 of first mortgage and collateral trust bonds. 
Proceeds — To repay bank loans and for construction 
program. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Lehman Brcthers and Bear, Stearns & Co. (jointly); 
Blyth & Co., Inc. and Union Securities Corp. (jointly); 
The First Boston Corp.; White, Weld & Co. and Shields 
& Co. (jointly). 


Virginia Electric & Power Co. (9/25) 


Feb. 6 * was announced company plans to issue and sell 
$20,000,000 of first and refunding mortgage bonds. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Kuhn, Loeb 
& Co., American Securities Corp. and Wertheim & Co. 
(jointly); Salomen Bres. & Hutzler; Stone & Webster 
Securities Corp.; White, Weld & Co.; Union Securities 
Corp. Bids—To be opened on Sept. 25. 


West Coast Telephone Co. 


Jan. 30 company applied to the Washirgton P. U. Com- 
mission for authority to issue $5,060,000 of new secu- 
rities, to consist of 334% first mortgage bonds and $1.24 
cumulative preferred stock. Proceeds — To finance, in 
part, construction program to cost about $8,200,000. Un- 


ae ee Blyth & Co., Inc., San Francisco, 
alif. 



















! Reporter’s 


Report . 








- Just when the rank and file 
were about convinced that the in- 
vestment market could look for- 
ward to at least a period of tran- 
quility in so far as monetary pros- 
pects are concerned events across 


the ocean turn up to ruffle things 
anew. 


The underwriting fraternity had 
just about reached the conclusion 
that it might expect some slight 
€asing in basic money rates and 


the seasoned market, along with 
yields on new issues, had com- 
menced to reflect such observa- 
tions, when the Bank of England 
announced the markup in its re- 
discount rate. 


Consensus among observers here 
is that the British central bank’s 
move is an outgrowth of its own 
isolated economic situation and 
that accordingly, it is not likely to 


have any _ reverberations over 
here. 


Nevertheless, the effect of the 
boost in basic British money rates, 
Prompted by the government’s 
determination to curb inflation 
tendencies and stiffen the pound 
sterling, was to create a bit more 


cautious air in domestic monetary 
circles, 


If it did nothing more, it served 
to chill the hopes, recently ex- 
pressed, that there was a possi- 


bility the Federal Reserve might 
permit a slight lowering of redis- 
count rates which have been 
marked up several times in recent 
months. 

For the moment, at any rate, 
such ideas seem to have cooled out 
and there has been a bit of irreg- 
ularity in the market for Treas- 
ury loans and gilt-edge cor- 
porate paper. 


The Week Ahead 


The holiday cut into activity in 
the new issue market this week. 
But the approaching period holds 
promise of a bit more activity. 
Several medium-sized undertak- 
ings are on tap. 


Monday brings to market $7 
million bonds of Kansas Gas & 
Electric, plus 200,000 shares of 
common stock. Tuesday, Texas 
Electric Service Co. will open bids 
for $10 million of bonds. 


Wednesday Northern States 
Power Co. of Minn., opens bids 
for 100,000 shares of preferred and 
for “standby” rights on 670,920 
shares of common to be offered 
first to sharehelders. Southwest- 
ern Public Service Co., the same 
day will offer $10 million of bonds 
via negotiation, along with 120,- 
000 shares of preferred. On Thurs- 
day bankers will offer - 90,000 
shares of Consolidated Cigar pre- 
ferred. 


Larger Offerings Due 


The following week brings up 
several undertakings of a bit more 


substantial proportions. West 
Coast Transmission Co., Ltd., 
through its bankers will offer 


publicly $20,500,000 of debentures 
together with 615,000 shares of 
capital stock (in units). 

On March 6, the Bell Telephone 
Co. of Pennsylvania will open bids 


for $35 million of debentures, and 
the day following Houston Light 
& Power Co. will look over ten- 
ders for its projected $30 million 
of new bonds. 


- Fruehauf Trailer 

One of the largest pieces of in= 
dustrial finaneing to take shape in 
recent months went into registra- 
tion this week when Fruehauf 
Trailer Co. filed to cover a total 
of $47.5 million of new deben- 
tures. 


The registration covers - $37.5 
million of convertible suberdi- 
nated, 20-year debentures and $10 
million of 20-year sinking fund 
debentures. 


Proceeds, it was explained will 
put the company in funds for car- 
rying out its expansion program 
and will provide additional work- 
ing capital needed in the business. 
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The State of Trade and Industry 


Motors is the lone firm reveling in stepped-up activity, being 
6.5% better the past week than the corresponding week last year. 
Packard, meanwhile, will not reopen its gates on Monday of 
this week as was previously anticipated. No word has been re- 
Jeased as to when operations will resume. Studebaker, therefore, 
was responsible for last week’s entire S-P turnout of 2,600 cars. 


Steel Production Set This Week at 98.5% of Capacity 


Strong steel demand is shaping up for the second half of this 
year, “Steel” magazine reported on Monday of this week. 

The national metalworking weekly said that with some auto- 
makers planning to introduce 1957 models in August and Septem- 
ber, demand for the new could make the auto industry clamor for 
steel. 

“Steel” pointed out that even though the auto industry— 
the largest single user has lessened its pressure for steel, the 
over-all demand currently exceeds supply, with steel mills pro- 
ducing ingots and castings at 100% of capacity in tae week ended 
Feb. 19. 

The construction industry, second largest user of steel, is 
making more than seasonal gains in booking new business, accord- 
ing to this trade paper. Much of this work will be put into place 
in the last half of this year. Some structural steel fabricators are 
booking business into 1957 and are predicting their product will 
be in tight supply for the next 18 months. 

Contributing to the construction boom is the steel industry 
which plans to spend its greatest annual outlay in history for 
modernization and expansion this year. 

“Steel” reported enough railroad freight cars are on order to 
keep production of them going through the last half. Shipbuilders, 
whose business has been slow, are booking some orders and their 
steel needs will show up on second-half order books. Adding 
tightness to the second-half steel market may be a reduced supply, 
“Steel” added. 

It pointed out summer vacation schedules in mills customarily 
cut output in the last half. Also a threat to production in that 
period is the possibility of a steelworkers’ strike growing out of 
labor contract negotiations at midyear. 

Stimulating current demand is the likelihood of further in- 
creases in steel prices, the publication said. Inventories are not 
high, so consumers are inclined to continue to lay in steel tonnage 
if they can get it. 

Steel prices remained steady this week and kept “Steel’s” 
base-price composite on finishes steel at $127.91 a net ton. 


The American Iron and Steel Institute announced that the 
operating rate of steel companies having 96.1% of the steelmaking 
capacity for the entire industry will be at an average of 98.5% 
of capacity for the week beginning Feb. 20, 1956, equivalent to 
2,425,000 tons of ingot and steel for castings as compared with 
98.8% of capacity, and 2,433,000 tons (revised) a week ago. ~ 

The industry’s ingot production rate for the weeks in 1956 is 
based on annual capacity of 128,363,090 tons as of Jan. 1, 1956. 

For the like week a month ago the rate was 100.4% and pro- 
duction 2,472,000 tons. A year ago the actual weekly production 
was placed at 2,191,000 tons or 90.8%. The operating rate is not 
comparable because capacity is higher than capacity in 1955. The 
percentage figures for 1955 are based on annual capacity of 125,- 
$28,310 tons as of Jan. 1, 1955. 


Electric Output Continues to Register Mild Declines 


The amount of electric energy distributed by the electric light 
and power industry for the week ended Saturday, Feb. 18, 1956, 
was estimated at 11,321,000,000 kwh., a decrease below the week 
ended Feb. 11, 1956, according to the Edison Electric Institute. 

This week’s output fell 22,000,000 kwh. below that of the 
previous week; it increased 1,409,000,000 kwh. or 14.2% above 


the comparable 1955 week and 2,770,000,000 kwh. over the like 
week in 1954. 


Car Loadings in Week Ended Feb. 11, Increase 
Slightly Above the Preceding Week 


Loadings of revenue freight for the week ended Feb. 11, 1956 
increased 3,339 cars or 0.5% above the preceding week, the 
Association of American Reilroads reports. 


Loadings for the week ended Feb. 11, 1956, totaled 684,328 
cars, an increase of 45,540 cars, or 7.1% above the corresponding 
1955 week, and an increase of 60,622 cars, or 9.7% above the cor- 
responding week in 1954. 


U. S. Car Output Declined 5.2% the Past Week 
And Was 25.5% Under Similar Period in 1955 


Car output for the latest week ended Feb. 17, 1956, according 
to “Ward’s Automotive Reports,” was off 5.2% from that of the 
previous week and 25.5% below the corresponding week in 1955. 


Last week the industry assembled an estimated 129,210 cars, 
compared with 136,308 (revised) in the previous week. The past 
week’s production total of cars and trucks amounted to 153,507 
units, or a decrease of 7,460 units below the preceding week’s 
output, states ““‘Ward’s.” 


Last week’s car output dropped below that of the previous 
week by 7,098 cars, while truck output was lower by 362 ve- 
hicles during the week. In the corresponding week last year 
173,482 cars and 14,953 trucks were assembled. 


Last week the agency reported there were 24,297 trucks made 
in the United States. This compared with 24,659 in the previous 
week and 14,953 a year ago. 


Canadian output last week was placed at 5,950 cars and 1,252 
trucks. In the previous week Dominion plants built 3,072 cars and 


1,071 trucks, and for the comparable 1955 week, 7,432 cars and 
777 trucks. 


Business Failures Show Moderate Rise 


Commercial and industrial failures rose to 252 in the week 
ended Feb. 16 from 236 in the preceding week, Dun & Bradstreet, 
Inc., reports. The toll was well above the 205 of the similar week 
last year and the 215 of the comparable 1954 week. However, 


failures remained 14% below the prewar level of 293 in the similar 
week of 1939. 

_ Among failures with liabilities of $5,000 or more, there was a 
slight rise to 209 from 205 a week ago and 187 last year. Small 
failures with liabilities under $5,000, climbed to 43 from 31 in the 
previous week and 18 in the corresponding 1955 week. Eleven 
businesses failed with liabilities in excess of $100,000 reflecting 
a noticeable drop from the 36 in this size group last week. 


Wholesale Food Price Index Turns Upward 
In Latest Week 


Following the vrevious week’s downward movement, the 
wholesale food price index, compiled by Dun & Bradstreet, Inc., 
resumed its upward trend to stand at $5.94 on Feb. 14, as against 
$5.90 a week earlier. The current figure marks a decline of 11.2% 
from $6.69 last year and compares with $7.11 two years ago, or a 
drop of 16.5%. 

Higher in wholesale cost last week were wheat, hams, butter, 
sugar, coffee, cottonseed oil, eggs, potatoes and steers. Lower in 
price were flour, corn, rye, cats, lard, cocoa and hogs. 

The index represents the sum total of the price per pound 
of 31 raw foodstuffs and meats in general use and its chief function 
is to show the general trend of food prices at the wholesale level. 


Wholesale Commodity Price Index Advanced Slightly 
In Latest Week to Reach Highest Level in Several Years 


Continuing in a narrow range, the Dun & Bradstreet daily 
wholesale commodity price index rose slightly the past week to 
reach the highest level in several years. Tne index closed at 281.24 
on Feb. 14, compared with 280.62 a week previous, and 277.46 on 
the corresponding date a year ago. 

Grain price movements continued irregular with wheat scoring 
irae ag advances while other grains finished mostly lower for the 
week, 

The uptrend in wheat was largely influenced by the action 
of the Senate Agriculture Committee in approving a farm bill 
including a “soil bank” feature and a return to high and rigid 
price supports, together with a growing tightness in “free” wheat 
in the Chicago market. 


Additional precipitation was reported in the Winter wheat 
areas of the Southwest and snow covering was said to be pretty 
general. Corn weakened under ampie offerings, following the 
announcement that the 1956 support price would be cut 18 cents 
to $1.40 per bushel. 

Coffee continued to trend upward. Prices rose sharply follow- 
ing news that a large distributor had advanced wholesale prices 
of their roasted coffee by another 3 cents, making a total gain of 
5 cents a pound in a week. 

Cocoa prices were down moderately for the week but devel- 
oped some firmness at the close aided by seasonal demand for 
Easter trade requirements. Lard prices were somewhat stronger; 
export business was the best in some time with sales to Austria 
and other countries reaching 26,500 tons. Livestock prices gen- 
erally were steady to slightly firmer tor the week. The agricul- 
ture Department reported over the week-end that the number 
of livestock and poultry on farms on Jan. 1 increased 2% in 
1955 over 1954, but that the aggregate value declined 4%. 


Spot cotton prices in the domestic market continued to move 
higher for the third successive week. Strengthening influences 
were attributed to the dwindling certified stock, a continued 
tightening of “free” cotton supply and the prospect of further 
acreage curtailment this year via the “soil bank.” Reported sales 
in the 14 spot markets last week totalled 375,500 bales, the largest 
weekly volume of the current season. They compared with 283,600 
bales a week earlier and 176,500 bales in the corresponding week 
last year. Loan entries of 1955-crop cotton in the week ended 
Feb. 3 were down sharply and totalled 116,500 bales, compared 
with 189,800 bales in the preceding week. 


Trade Volume Showed a Slight Increase the Past Week 
And Was Moderately Higher Than 1955 Period 


There was a slight increase in retail trade in the period 
ended on Wednesday of last week and the total dollar volume 
was moderately above the level of the corresponding period 
last year. 


Continued reduced-price sales encouraged consumer spending 
in Winter merchandise and a slight rise was reported in pur- 
chases of Spring apparel. 


While volume in new automobiles equalled that of the pre- 
vious week, an upsurge in the buying of used cars occurred. 


The total dollar volume of retail trade in the week was 2 
to 6% higher than a year ago, according to estimates by Dun & 
Bradstreet, Inc. Regional estimates varied from the comparable 
1955 levels by the following percentages: New England 0 to +4; 
East and Middle West +3 to +7; South and Pacific Coast +2 
to +6; Northwest and Southwest +1 to +5%. 


Wholesale orders in the week expanded somewhat and the 
total dollar volume moderately exceeded that of the similar 
1955 week. 


Department store sales on a country-wide basis as taken 
from the Federal Reserve Board’s index for the week ended Feb. 
11, 1956, increased 5% above those of the like period of last year. 
In the preceding week, Feb. 4, 1956, an increase of 5% was re- 
ported. For the four weeks ended Feb. 11, 1956, an increase of 5% 
was recorded. For the period Jan. 1, 1956 to Feb. 11, 1956 a gain 
of 2% was registered above that of 1955. 


Retail trade in New York City last week registered a mild 
advance as inclement weather in the latter part of the period 
served to cut into the heavy gains made on Lincoln’s Birthday. 
Trade observers estimated last week’s gain would not exceed 
1 or 2%. 


According to the Federal Reserve Board’s index, department 
store sales in New York City for the weekly period ended Feb. 
11, 1956, increased 1% above those of the like period last year. In 
the preceding week, Feb. 4, 1956, an increase of 8% was recorded. 
For the four week’s ending Feb. 11, 1956, an increase of 6% was 
registered. For the period Jan. 1, 1956 to Feb. 11, 1956 the 
index recorded a rise of 2% above that of the corresponding 
period in 1955. 
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Tenn. Gas Transmiss’n 
Preferred Shrs. Offered 


An underwriting group jointly 
headed by Stone & Webster Se- 
curities Corporation and White, 
Weld & Co. on Feb. 21 offered 
publicly 400,000 shares of Ten- 
nessee Gas Transmission Co, 
4.50% cumulative convertible sec- 
ond preferred stock at par ($100 
per share). 

Each share of second preferred 
stock is convertible into 2.85 
shares of common stock through 
March 1, 1961 and into 2.65 
shares of common stock if con- 
verted thereafter through March 
1, 1966. 

This second preferred stock will 
be redeemable plus accrued amd 
unpaid dividends—in whole or in 
part at prices ranging from 
$104.50 per share if redeemed 
prior to March 1, 1961, through 
$100 per share if redeemed on 
or after March 1, 1976. 

A major portion of the proceeds 
from this sale will be applied to 
the payment of outstanding short- 
term notes, and the balance will 
be added to the company’s gen- 
eral funds. 

Tennessee Gas Owns and oper- 
ates a pipe line system for trans- 
mitting and selling of natural gas 
for resale. Its principal customers 
are companies comprising the 
systems of the Columbia Gas 
System, Inc., and Consolidated 
Natural Gas Company, which ac- 
count for 56% of the company’s 
deliveries of gas in 1955. The 
present pipe line system. — ap- 
proximately 8,962 miles in length 
—begins in the Rio Grande Valley 
of Texas, and extends in a north- 
erly direction through the Ap- 
palachian area and then easterly 
through New York, including the 
New York metropolitan area, and 
into several New England states. 

The company is presently en- 
gaged in an expansion program 
which will substantially increase 
the capacity of its line. The esti- 
mated remaining cost of its au- 
thorized program is $58,000,000. 
In addition the company has an 
application pending before the 
Federal Power Commission for 
authorization to increase further 
daily system delivery capacity, 
at an estimated cost of $24,319,000 
in order to meet delivery re- 
quirements for the winter of 
1956-57. Tennessee Gas has also 
applied to the FPC for authority 
to install added compressor ca- 
pacity and other facilities on the 
pipe line system south of Port- 
land, Tenn., to make proposed 
deliveries to Midwestern Gas 
Transmission Company, at an 
estimated cost of $18,615,000. Mid- 
western Gas has filed an applica- 
tion with the FPC to construct 
a natural gas pipe line system to 
extend from a point on the Inter- 
national Boundary between Min- 
nesota and Manitoba, where it is 
to connect with the Trans-Carada 
pipe line, across Minnesota, Wis- 
consin, Illinois, Indiana, Ken- 
tucky and Tennessee to a point 
on Tennessee Gas’s present pipe 
line system near Portland, Tenn. 
The midwestern system calls for 
2,067 miles of pipe line, at a cost 
of approximately $103,400,000. 

For the 12 months ended Dec. 
31, 1955, Tennessee Gas had an 
operating revenue of $200,412,664, 
and a net income of $30,316,277, 
compared with $142,995,640 oper- 
ating revenue, and $20,627,692 net 
income for 1954. 


Hornblower & Weeks Adds 


(Special to THe FINANCIAL CHRONICLE) 
CHICAGO, Ill. — Thomas J. 
Foley has been added to the staf£ 
of Hornblower & Weeks, 134 So. 
La Salle Street. 


With Palmer, Pollacchi 


(Special to THe FINANCIAL CHRONICLE) 
BOSTON, Mass.—Frank P. Ric- 
cio has become connected with 
Palmer, Pollacchi & Co., 84 State 
Street. 
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indications of Current 


Business Activity 


AMERICAN IRON AND 6TEEL INSTITUTE: 
Indicated steel operations (percent of capacity) -._._--___-. Feb 

Equivalent to— 
Steel ingots and castings (net tons) 
AMERICAN PETROLEUM INSTITUTE: 
Crude oi] and condensate output—dally average (bbls. of 














42 galions each) --_----------_----------------—----- Feb. 
Crude rurs to stills—daily average (bbls.) --_________----- _. Feb. 
Gasoline output (bbls.)--._-- = Feb. 
Kerosene output (bbis.)----- iscsi <a % 
Distillate fuel ofl output (bbls.) ~~~ ie Feb. 
Residual fuel ofl output (bbis.) _._._.._.._._-....._._-... __Feb. 


@tocks at refineries, bulk terminals, in transit, in pipe lines— 











Pinished and unfinished gasoline (bbls.) at..--------~--Feb. 
Kerosene (bbis.) at — ceewarancen Fed. 
Distillate fue) oil (bbis.) at Feb. 
Residual fuel ofl (bbls.) at.._._..__--_-_ Feb. 
ABBOCIATION OF AMERICAN RAILROADS: 
Revenue freight loaded (number of cars)--.-______-_--_-__ Feb. 


Revenue freight received from connections (no. of cars)--Feb. 


CIVIL ENGINEERING CONSTRUCTION — ENGINEERING 
NEWS-EECORD: 
Total U. S. construction 




















Private construction Feb. 
Pubtic construction oe Gee Feb. 
Btate and municipal a Feb. 
Pederal Feb. 
OOAL OUTPUT (U. 8S. BUREAU OF MINES): 
Bituminous coal and lignite (tons)__------ Feb. 
Pennsylvania anthracite (tons) ~--.---------.--------- —-Feb. 


DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE 





SYSTEM—1947-49 AVERAGE — 100 Feb. 
EDISON ELECTRIC INSTITUTE: P 
Electric output (in 000 kwh.)_.-------- --Feb. 





WAILURES (COMMERCIAL AND INDUSTRIAL) — DUN & 































































































































































































BRADSTREET, INC.__---~- Feb. 
IRON AGE COMPOSITE PRICES: 
Pinished steel (per ib.) Feb. 
Pig iron (per gross ton) Feb. 
@ecrap steel (per gross ton) se aes Feb. 
METAL PRICES (E. & M. 3. QUOTATIONS): 
Electrolytic copper— 
Domestic refinery at. Feb. 
Export refinery at Feb. 
@traite tin (New York) at Feb. 
Lead (New York) at. SEE 
Lead (St. Louis) at Feb. 
Zinc (East St. Louis) at Feb. 
MOODY’S BOND PRICES DAILY AVERAGES: 
U. 8. Government Bonds Feb. 
Average corporate aiciey ON: 
Aas Feb. 
Aa Feb. 
a Feb. 
Baw Feb. 
Railroad Group Feb. 
Public Utilities Group Feb. 
Industrials Group___--~.-----__-_----.--- Feb. 
MOODY’S BOND YIELD DAILY AVERAGES: 
U. 8. Government Bonds Feb 
Average corporate --- Feb 
Asa Feb 
Aa oe Feb 
A Feb. 
Baa Feb 
LEONE LES EEE Feb 
Public Utilities Group___- wanes Feb 
Industrials Group = 2 Feb. 
MOODY’S COMMODITY INDEX--------------------_.-- --Feb. 
NATIONAL PAPERBOARD ASSOCIATION: 
Orders received (tons) ape Feb. 
Production (tons) a _. Feb. 
Percentage of activity____ ae 
Unfilled erders (tons) at end of period Feb. 
OIL, PAINT AND DRUG REPORTER PRICE INDEX— 
gh gl a ll a te cea 
STOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF ODD- 
LOT DEALERS AND SPECIALISTS ON N. Y. STOCK 
EXCHANGE — SECURITIES EXCHANGE COMMISSION: 
Odd-lot sales by dealers (customers’ purchases)—t 
Number of shares Jan. 
| i geet SE Jan. 
Odd-lot purchases by dealers (customers’ sales)— 

Number of orders—Customers’ total sales Jan. 
Customers’ short sales Jan. 
Customers’ other sales__.___---_ Jan. 

Dollar value Jan. 

Round-lot sales by dealers— 

Number of shares-——Total sales.______--~_ Jan. 
Short sales Jan. 
Other sales rae 

Mound-lot purchases by dealers— 
I RELIES SS Ee Oe a a a Ee an. 
TOTAL ROUND-LOT STOCK SALES ON THE N. Y. STOCK 
EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS 
FOR ACCOUNT OF MEMBERS (SUARES): 
otal round-lot sales— 
Short sales Jan. 
Other sales Jan. 
Total sales Re = Jan. 
BOUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM- 
BERS, EXCEPT ODD-LOT DEALERS AND SPECIALISTS: 
Transactions of specialists in stocks in which registered— 

Total purchases Jan. 
Short sales —_ ae Jan 
Other sales cx celeb he Jan 

I wemanin Jan 

Other transactions initiated on the floor— 

Total purchases = she Jan. 
Bhort sales ili Jan 
Other sales cee Jan. 

Total saies Jan 

Other transactions initiated off the floor— 

ER SRS EE Jan 
Short sales ours Jan. 
CO a es | - 

kos cisauamuasmniamabdinithninameb wanna —Jan., ; 

Wotal round-lot transactions for account of members— 
ea RS DE A Sy SEE ee a Jan 
Short sales — ee Jan. 
Other sales inate PLE ieee 
ERS TLS LI SE ORES LEE SS Jan, ‘ 
WHOLESALE PRICES, NEW SERIES — U. S. DEPT. OF 
LABOR — (1947-49 = 100): 
Commodity Group— 

All commodities Feb. 

Farm products as Feb. 

Processed foods si OR «site Ces yates 

i tl aa Ae aE a eR Ste Ae ERC RE Feb. 

All commodities other than farm and foods____--_-_-____ Feb. 





*Revised figure. 


of Jan. 1, 1956, as agairnfst Jan. 1, 


Feb. 


ina, ee. 


26 


26 


10 


10 
10 
10 
10 


10 
10 
10 
10 


11 
11 


16 
16 


16 
16 


11 
11 


11 


18 


16 


14 
14 


15 
15 
15 
15 
15 
15 


21 
21 


21° 
21 
21 


21 
21 


. 21 


. 21 
21 


21 


. 21 
. 21 
.21 


21 
21 


11 


11 
11 


28 
28 


28 


28 


28 
28 
28 


{Includes 725,000 barrels of foreign crude runs. 
1955 basis of 125,828,310 tons 
7Number of orders not reported since introduction of Monthly ‘Investment Plan. 


Latest 
Week 


$96.5 


§2,425,000 


7,045,750 
8,016,000 
{25,899,000 
2,504,000 
13,437,000 
9,171,000 


187,618,000 
20,669,000 
80,569,000 
37,727,000 


684,328 
676,609 


$268,250,900 
150,952,000 
118,198,000 
83,946,000 
34,252,000 


10,190,000 
585,000 


97 


11,321,000 


246,870 
283,585 

100 
613,937 


107.11 


1,351,389 
$71,393,463 


1,011,115 
5,779 
1,005,336 
$53,007,826 


229,500 


229 ,500 


601,000 


432,780 
10,710,570 
11,143,350 


1,485,280 

236,340 
1,260,500 
1,496,840 


294,340 

23,500 
255,910 
279,410 


445,042 

55,120 
464,485 
519,605 


2,224,662 

314,960 
1,980,€95 
2;295,855 


ee 
NTO OH 
ONMds to 
KF POO, 
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The following statistical tabulations cover production and other figures for the 


latest week or month available. 


Dates shown in first column are either for the 


week or month ended on that date, or, ia cases of quotations, are as of that date: 


Previous 
Week 
93.8 


*2,433,000 


7,081,200 
8,068,000 
26,139,000 
2,814,000 
13,535,000 
9,341,000 


182,656,000 
20,357,000 
84,230,000 
38,570,000 


680,989 
671,244 


$539,907,000 
393,292,000 
140,615,000 
107,774,000 
32,841,000 


*9,755,000 
623,000 


90 
11,343,600 
236 


5.174c 
$59.09 
$49.50 


44.575c 
43.775c 
99.625c 
16.000c 
15.800c 
13.500c 


96.20 
107.98 
111.62 
110.15 
107.80 
102.80 
106.39 
108 24 
109.42 


405,935 
291,570 

101 
651,772 


107.08 


1,450,274 
$75,474,442 


1,049,364 
4,229 
1,045,635 
$53,324,873 


266,490 
266,490 
604,600 


373,180 
11,529,320 
11,902,500 


1,418,910 

212,650 
1,419,160 
1,631,810 


267,550 

23,740 
340,510 
364,250 


565,580 

55,920 
529,217 
655,137 


2,252,040 

292,310 
2,358,887 
2,651,197 


*111.9 
*84.7 
*98.7 

72.2 

*120.2 


Month 
Ago 
100.4 


2,472,000 


7, 013,850 
7,949,000 
26,847,000 
,448,000 
541,000 
179,000 


1 


wt nt 


171,906,000 
24,434,000 
101,674,000 
39,325,000 


710,338 
661,944 


$608,230,000 
435,424,000 
172,806,000 
132,233,000 
40,573,000 


10,635,000 
615,000 


104 
11,521,000 
269 


5.174c 
$59.09 
$53.17 


44.675c 
45.750c 
105.375¢c 
16.000c 
15.800c 
13.500c 


96.04 
107.62 
111.25 
109.60 
107.62 
102.46 
106.04 
108.16 
109.06 


2.80 
3.30 
3.10 
3.19 
3.30 
3.60 
3.39 
3.27 
3.22 


403.1 


261,871 
296,030 

103 
622,501 


107.54 


931,198 
$48,092,580 


782,941 
2,904 
780,037 
$36,325,614 


213,860 
213,860 
338,910 


1,143,820 

119,360 
1,034,450 
1,153,810 


227,820 

5,800 
201,090 
206,890 


431,610 

53,610 
367,425 
421,035 


1,803,250 

178,770 
1,602,965 
1,781,735 


11 
8: 
9 
7 


119.9 


= oo 
WwrRoOuU 


Year 
Ago 
90.8 


2,191,000 


2, 608, ,000 
12,561,000 
8,663,000 


174,203,000 
21.438.000 
76,158,000 
46,689,000 


638,788 
621,059 


$193,862,000 
130,168,000 
63,694,000 
42,901,000 
20,793,000 


8,690,000 
654,000 


92 
9,912,000 
205 


4.797cy 
$56.52 
$36.33 


32:700c 
38.175c 
90.125c 
15.000¢ 
14.800c 
11.500c 


96.55 
109.42 
112.93 
110.88 
109.97 
104.48 
107.80 

A10.15 
110.70 


2.75 
3.20 
3.01 
3.12 
ly 
3.48 
3.29 
3.16 
3.13 


404.0 


246,171 
261,128 

95 
433,801 


107.27 


1,675,172 
$90,292,919 


1,433,599 
10,962 
1,422,637 
$69,607,364 


356,670 
356,670 
615,250 


677,590 
16,794,760 
17,472,350 


2,130,770 

346,860 
1,905,020 
2,251,880 


547,540 

38,300 
557,270 
595,570 


690,535 
101,130 
764,455 
865,595 


3,368,845 

486,290 
3,226,755 
3,713,045 


110.3 
93.4 
103.2 
85.4 
115.4 


§Based on new annual capacity of 128,363,000 tons as 


AMERICAN RAILWAY CAR INSTITUTE— 
Month of January: 
Orders for new.freight cars____ 
New freight cars delivered 


AMERICAN ZINC INSTITUTE INC.—Moenth of 
December: 
Slab zine smelter output all grades (tens of 
2,000 pounds) ____ Lint» , 
Shipments (tons of 2, 000 pounds) at 
Stocks at end of period (tons) ad 
Unfilled orders at end ef period (tons )____ 


BUILDING CONSTRUCTION—U. S. DEPT. OF 
LABOR—Month of January (in millions): 
Total new construction 
Private construction ____~_ 
Residential building (non-farm) _ 

New dwelling uniie-. st .... 

Additions and alterations 

Non-housekeeping sieaeistaag 

Non-residential a ‘(non- farm) _ 

Industrial _______ 

Ee Re, ee ae ae 
Office buildings and warehouses______ 
Stores, restaurants and garages 

Other non-residential senate a 
Religious ....- s 
Educational os 
Social and recreational 


Hospital and institutional________ 
Miscellaneous 
Farm construction 
Public utilities 
SO, ne ge 
Telephone and telegraph 
Other public utilities 
All other private 
Pie -vemetructon “C.-L. 
pS ROE pee Eee 
Non-residential building 
RAS Eee ee 
8 eg IS - ll See ae ae ae 
Hospital and institutional ____ 
Other non-residential building 
Military facilities 
a Tn Os ee tS 
eet Sr Se ee ee 
Miscellaneous public service enterprises___ 
Conservation and development 
All other public 


BUILDING PERMIT VAIUATION—DUN & 
BRADSTREET, INC.—215 CITIES—Month 
of January: 

fe) eS ae ed ee ee ae Ae 
Middle Atlantic —~_~- 
South Atlantic 
East Central ____ 
South Central _ 
West Central 
Mountain 
Pacific 


Total United States 
New York City eee 
Outside New York City_ 


BUSINESS INCORPORATIONS (NEW) IN THE 
UNITED STATES—DUN & EPBRADSTREET, 
INC.—Month of JanwWary______--_________ 

COAL OUTPUT 
of January: 

Bituminous coal and lignite (net tons) 


(BUREAU OF MINES)—Month 


Pennsylvania anthracite (net tons)_ Saar cn 
COKE (BUREAU OF MINES)—Month of Dec.: 
Precucvien (net 1on8) 4 2. «nnn owed 
Oven coke (net tons) ee ph Se 
Beehive coke (net tons) ____ so 


Oven coke stock at end of month (net tons) 


COMMERCIAL PAPER OUTSTASDING—FED- 
ERAL RESERVE BANK OF NEW YORK— 
As of dan. 31 (0600's Snitied)...__........ 

CONSUMER CREDIT OUTSTANDING—BOARD 
OF GOVERNORS OF THE FEDERAL RE- 
SERVE SYSTEM—REVISED SERIES—Esti- 
mated short and intermediate term credit 
in millions as of Dec,.31: 

"Oe, COMINGS “CPO iit kim mire 
Instalment credit __=_ 
Automobile an Pt eke FI 
Other consumer goods__- ze 
Repair and modernization loans_ 
Personal loans _ ah 23 ERE 

Non-instalment credit ..-.-_--___-~-~- 
Single payment loans______-__~_ 
Charge accounts —__.....__- 
Gervies credit ....-....-—-- 


FACTORY EARNINGS AND HOURS—WEEKLY 
AVERAGE ESTIMATE — U. S. DEPT. OF 
LABOR—Month of January: 

Weekly Earnings— 
All manufacturing 
Durable goods -__~- 
Nondurable goods _ 

Hours— 

All manufacturing 
LL ESE ED (TE TO eR 
Nondurable goods —_ 

Hourly Earnings— 
All manufacturing 
Durable goods __ ~~ 
Nondurable goods ___~ 


INDUSTRIAL PRODUCTION—BOARD OF GOV- 
ERNORS OF THE FEDERAL RESERVE 
SYSTEM—1947-49—100—Month of Jan.: 

Seasonally adjourned Sk ee ee, 5 ee 
Unadjusted __---~-- 
INTERSTATE COMMERCE COMMISSION— 
Index of Railway Employment at middle of 
January (1947-49=—100) 


TREASURY MARKET TRANSACTIONS IN DI- 
RECT AND GUARANTEED SECURITIES 

OF U. S. A.—Month of January: 
Net sales __-_~_-~ 
Net purchase __ 


ZINC OXIDE (BUREAU 
of December: 

Production (s hort tons) 

Shipments (short tons)__-- ia 


OF MINES)—Month 





Stocks at end of month (short tons)- Ser tepares 





Latest Previous Year 

Month Month Ago 
1,818 42.278 5.087 
4,199 3,796 2,008 
92,578 *87;616 85,164 
89,657 *93,426 95,523 
40.979 *38,058 124,277 
72,908 64,560 45,862 
$2,849 $3,177 $2,815 
§2-126 2,410 2,073 
1,078 1,283 1,122 
975 1,16¢C 1,030 
73 S2 71 
30 31 21 
654 683 543 
228 ,226 186 
249 209 189 
104 107 84 
145 162 105 
177 128 1638 
58 63 55 
41 43 42 
18 20 18 
26 27 28 
34 35 25 
83 83 92 
303 351 302 
27 29 20 
55 5 50 
221 267 232 
8 10 14 
723 767 742 
19 20 22 
290 287 342 
30 31 «~ 90 
190 186 182 
23 20 25 
47 50 45 
97 * 106 738 
165 260" 155 
73 80 716 
°25 21 13 
38 43 45 
10 10 11 
$16,985,356 $18,640,840 $14,350,014 
88,137,540 67,337,029 93,469,598 
33,361,776 27,425,666 _ 42,800,847 
78, B04" 553 70,988,203 ~+62,440,862 
90,327,695 59,894,159 78,,039,103 
16,227,585 21,888,227 27,038,879 
19,455,956 16,435,783 18.521,497 
86,083,197 66,582,711 69,917,725 
$431,383,658 $345,192,618 $406.628,525 
61,735,949 45,121,585 49,423,105 
369,647,709 304,071,033 357,205,420 
13,363 *11,539 13,181 
44,750,000 45,270,000 36,580,000 
2,498,000 2,383,000 2,333,000 
6,865,032 *6,545,862 5,623,100 
6,639,821 *6,356,571 5,579,900 
225,211 *189,291 43,200 
1,697,200 *1,747,536 2,941,571 
$573,000 $510,000 $713,000 
$36,225 $35,059 $30,125 
27,895 27,247 22,467 
14,312 14,172 10.396 
6,435 6,057 5,668 
1,641 1,624 1,616 
5,507 5,284 4.787 
8,330 7,812 7,658 
2,776 2,757 2,420 
3,797 3,285 3,518 
1,757 1,770 1,720 
$78.36 *$79.71 $73.97 
84.05 *86.31 80.16 
69.83 *70.30 66.02 
40.6 #413 40.2 
41.0 *41.9 40.9 
40.2 *41.2 40.2 
$1.93 $1.93 $1.84 
2.05 2.06 1.96 
1.73 *1.74 1.68 
144 144 132 
143 141 132 
80.5 84.9 77.5 
kL a ae eee 
haath $234,829,850 $22,993,400 
15,060 15,402 12,789 
12,433 14,549 11,630 
16,808 14,181 15,915 
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Halsey, Sluart Group (ooo  precnek @ Go. Grek E. R. Bell Adds DIVIDEND NOTICES DIVIDEND NOTICES 


Freeman & Ce. s Gregory & (Special to THe FrnanciaL CHRONICLE) 


Cffers Equip. Tr. Cis. Sons; The Illinois Co. Inc.; Wm.| KANSAS CITY, Mo.—Lois L. GEE The Board of Directors of 


|E. Pollock & Co. Inc.; and Mc-| Spaun has been added to the staff so PITTSBURGH UNITED GAS 
Halsey, Stuart & Co., Inc. and Master, Hutchinson & Co. of E. R. Bell Co., 4627 Wornall SONS: L 
associates are offering "$3, 645,000 | ‘ Road. - A= CONSOLIDATION CORPORATION 


of Louisville and Nashville RR. = COAL COMPANY SHREVEPORT, LOUISIANA 
ees. weinthaiaenl-diveest certificates, DIVIDEND NOTICES DIVIDEND NOTICES — 


ee ata meeting held today, declared a quar- 
series O. maturin oa 1 HOMESTAKE MINING COMPANY terly dividend of 30 cents per share on the ivi H 
March 15 1987 ta io7n te ua ly DIVIDEND NO. 899 Common Stock of the Company, payable Dividend Notice 
* vy, As ’ 3 usive. The Board of Directors has declared Dividend TE Tl ESS on March 19, 1956, to shareholders of The Board of Directors has this date 
The certificates are riced to! | No. 899 of forty c_nts ($.40) per share of $12.50 INTERNATIONAL BUSIN record at the close of business on March declared ivi irty-sev 
p e |} par value Cap:tal Stock, payable March 12, 9, 1956. Checks will be mailed aa fe oe of thirty-ceven ane 
yield from 2.80% to 3.05%, ac- 158, to stockiio-ders ie record March 1, 1956. ® MACHINES CORPORATION “ Jouts Corcoran ; ee cents (37'4%4¢) per share on 
Cnecks wil be mailed by Irving Trust Com- adis e., Ne ; ,. 2 s C i 
cording to maturity. Issuance and | pa S Wadd” mailed by Tyving ‘Trust Com ee Maree Ae. Mer teem 25 Vice-President & Secretary payalle Aoeh 2 19%6. to preva oe 
sale cf the certificates are subject JOHN W. HAMILTON, Secretary. The 164th Consecutive February 20, 1956. of 


s. Tost nse of record at the close of business on 
to the cuthorization cf the Inter- | PU" 3. _ 196. ee ee 


pesca March 9, 1956. 
state Commerce Commission The Board of Directors of this Corporation has 


this day declared a Quarterly Cash Dividend of B. H. WInHAM 
The issue is to bo secured by $1.00 per share, payable March 10, 1956, to 


. ° stockholders of record at the close of business February 21, 1956 Secretary 
the following equipment esti- on Aon rif at. 1956. babs yong Gs ym will not ’ 
nc Soe ~cks tin 
mated to cost not less than $4 e be closec 1eC prepared on ccounting : : 


_ 556,250: 16 1600 hp. diesel electric DIXIE CUP COMPANY | “sess me's 


Cc. V. BOULTON, Treasurer 
} i * The Board of Directors of Dixie P 

road freight locomotives, and 12 Cup :Commainy.. makers of gaper | 20Duary 17, 1956 
1600 hp. ciesel electric general ones 2 at te ae 
purpose Iccomotive units or road ® dendes 5 See: saison 105th Consecutive 
switchers. 5% Convertible Preferred Stock, Series A — 


3 , ‘ Dividcnd No. 10 (quarterly)—62!2c.per share— Dividend 
Associated in the offering are— | payabie April 19, 1956 te stockholders of record 


; — A ae ‘ March 9, 1956. NS The Board of Directors at a 
Dick & Merle-Smith; R. W. Press- Common’ Stock—Dividend No. 93 (quarterly) — INTERNATIONAL meeting on February 14, 1956, 
<5c per snare—payable March 25, 956 to 


declared a quarterly dividend of 
DIVIDEND NOTICES as Se iiss. HARVE STE R one dollar per share on the capital 


ns nner “ae stock, which will be payable 
tag: eh~ = maevestee § ’ 
pele, SMe Bosc Mnve COM PANY March 9, 1956, to stockholders 


t . Consecutive 
Allegheny Ludlum Steel Corporation The Directors of International Har- of record February 24, 1986. 


PauL E, SHROADS Quarterly Dividend 
Pittsburgh, Penna. ee vester Company have. declared Senior Vice President & Treasurer 
At a meeting of the Beard of Directors of 


ajAt 2 meeting, ; quarterly dividend No. 164 of fifty ay perme ovo apeig ph saps te gee Ah agp 
ee ae ‘tocay, Pebruary 16,1956, a ee a cents (50¢) per share on the common 


; this Company has been declared 
(50) “ber “anate pac des CALIFORNIA-PACIFIC $ | stock navabis Aprit 16, 1986, : Relders of record March 9, 1956.” 
UTILITIES COMPANY 






























































cared on the Common . 
S-cce of the Corporation, business on March 15, 1956. 


payable March 30, 

Common stockhold: ors 

ecord at the close of busi- 
niss on March ‘9. 1956. 


S. A. McCASKEY, JR. 
Secretary 


yl EMERY N. LEONARD 
GERARD J. EGER, Secretary iNES) SB Secretary and Treasurer 


panignc Mass., February 13, J 











Quarterly dividends payable 
March 15 to shareholders of 
record March 1, 1956, have 
been declared at the following KENNE =F 

rates per share: COTT COPPER DIVIDEND NO. 153 

5%, Preferred . _ 25¢ CORPORATION A QUARTERLY DIVIDEND of Seventy-five 


; 
i 
i 
i 
i 
i 
t 
i 
i 
i 
i 
f 
Cents ($.75) per share on the Common stock 
5% » Convertible Pfd. a, 3 : 161 East 424 Street, New York, N.Y. of this Company has b2en declared payable 
4 
i 
' 
| 
| 
i 
i 
i 
CS) 
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SOUTHERN PACIFIC COMPANY 





AMERICAN STORES 


5.402 Convertible Pfd. 27¢ at the Treasurer’s Office, No. 165 Broadway, 
/O ' 


Februcry 17, 1956 New York 6, N. Y., on March 19, 1956, to 
514% Convertible Pfd. 274¢ ‘ stockholders of record at the close of business 
Common . . 37A¢ 











E. J. GOODWIN, Treasurer 
&q . 
150th Dividend February 17, 1956 by Kernecott Copper Corforatior, 


COM PANY A cash distribution of One Dollcr February 31, 1906. 
" cand Twenty-five Cents ($1.25) a New Wak. Wu. ¥. Pele 16, 1956 
D. J. Ley, ee share has been declared todcy | ris als be wee wn ; 
The Board of Directors De eee ee ea so payakl2 on March 26, 1956, to Southern California 
on February 15, 1956 de- stoekholders of record at the c'cs2 











clared the regular quart- of business on March 2, 1956. Edison Company 
= dividend of 50c per PAUL B. JESSUP, Secretary Public Service Electric DIVIDENDS 

At the s : SS SS ae The Board of Directors has 
Board "Directors a DETROIT and Cas Company authorized the payment of the 


clared a 5% stock divi- Vv STEEL E ~ : NEWARK, N. J. following quarterly dividends: 








dend. be ORIGINAL PREFERRED STOCK 
Roth dividends are CORPORATION UTILITIES bs — YD ee Dividend No. 187 

pe Pay mele ahs COMMON STOCK DIVIDEND NO. 104 company|| haiue ban. 

on February 29, 1956. On Susuany Ti, 156, Gee aed CUMULATIVE PREFERRED STOCK, 


sam 4.32% SERIES 
NR.P of Directors voted a Common E DIVIDENDS gp: 
Vied Picdidoat end fos Stock dividend of $.25 a share. | DIVIDEND NOTICE Guserens Dividend No. 36 

















: 27 cents per share. 
PREFERRED STOCK DIVIDEND The Board of Directive today The Board of Directors has de- 





AMERICAN 


COMPANY 


PREFERRED DIVIDENDS 


The Board of Directozs of Amer- 
ican Cyanamid Company today 
declared a quarterly dividend of 
eighty-seven and one-half cents 
(87%2¢) per share on the outstand- 
ing shares of the Company's 32‘ 
Cumulative Preferred Stock, Series 
B, a quarterly dividend of ninety- 
three and three-quarter’ cents 
(93%4¢) per share on the outstand- 
ing shares of the Company’s 3%4‘z 
Cumulative Preferred Stock, Series 
C, and a quarterly dividend of 
eighty-seven and one-half cents 
(8742c) per share on the outstand- 
ing shares of the Company's 312‘ 
Cumulative Preferred Stock, Series 
D, payable April 2, 1956, to the 
holders of such stock of record at 
the close of business March 2, 
1956. 


COMMON DIVIDEND 


The Board of Directo~s of Amer- 
ican Cyanamid Company today de- 
clared a quarterly d-vidend of sixty- 
twos and one-half cents (62%2¢) 
yer share on the outstanding 
shares of the Common Stock of 
the Company, payable March 30. 
1956, to the holders of such stocx 
of record at the close of business 
March 2, 1956. 


R.S. KYLE, Secretary 
New York. February 21, 1955. 














At the same time’ a dividend of 
$1.50 a share was declared on 
the 6% Preferred Stock. 


Both dividends will be paid in 


cash March 20, 1956, to holders 
of record March 1, 1956. 


R. A. Yover 
Secretary- Treasurer 
January 27, 1956 














Dividend Number 17 on 4.40%, 
Cumulative Preferred Stock 


— 


Regular Quarterly 
Dividend on Cofpmon Stock 


The Directors of Diamond 
Alkali Company have on 
Feb. 16, 1956;deélared a divi- 
dend of $1.10 per share for 
the quarter ending Mar. 15, 
1956, payable Mar. 15, 1956, 
to holders of 4.40% Cumula- 
tive Preferred Stock of record 
Feb. 28, 1956, and a regular 
quarterly dividend of 3714 
cents per share, payable Mar. 
5, 1956, to holders of Com- 
mon Capital Stock of record 
Feb. 28, 1956. 
DONALD S. C An MICHAEL, 


Secretary 


Cleveland, Ohio, Feb. 17, 1956 


DIAMOND ALKALI COMPANY 











declared a dividend of 32 cents 
per share on the Common Stock 
of the Company, payable April 
2, 1956 to stockholders of rec- 
ord at the close cf business 
Merch 1, 1956. 
D. W. JACK 
Secretary 


bs February 17, 1956 2 














Pullman 
Incorporated 


90th Consecutive Year of 
Quarterly Cash Dividends 
paid by Pullman Incorporated 


and predecessor companies 


A regular quarterly dividend of 
seventy-five cents (75¢) per 
share will be paid on March 14, 
1956, to stockholders of record 
February 29, 1956. 

CHAMP CARRY 


President 


KELLOGG 
wy 
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clared the following dividends The above dividends are pay- 
for the quarter ending March 31, able March 31, 1956, to stock- 
1956: holders of record March 5, 
Checks will be mailed from 
Class of Dividend the Company's office in Los 
__Stock _ Per Share Angeles, March 31. The Board 
4.08% Cumulative Preferred . . . $1.02 of Directors has also author- 
4.18% Cumulative Preferred... 1.043 ized the payment of an initial 
4.30% Cumuiative Preferred... 1.075 dividend on the new Cumula- 
$1.40 Dividend Preference... .. 35 tive Preferred Stock, 4.24% 
Series, at the quarterly rate of 
2614 cents per share, payable 
All dividends are payable on or May 31 to stockholders of 
before March 31, 1956 to stock- record May 5, for the period 
holders of record March 2, 1956. from its date of issue to and 


including February 29. 
F. MILTON LUDLOW pip gh 
Secretary P. C, HALE, lreasurer 


February 14, 1956 























PUBLIC SERVICE 
CROSSROADS OF THE EAST 














TENNESSEE (gg ze 











GAS 


TRANSMISSION 
COMPANY “% 


HOUSTON, TEXAS 


AMERICA’S LEADING TRANSPORTER OF NATURAL GAS ~2": 


The regular quarterly dividend of 35c¢ per 

share has been declared on the Common 

DIVIDEND Stock, payable April 2, 1956 to stockholders 
NO. 34 of record on March 2, 1956. 


Jd. E. IVINS, Secretary 
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ATT. Behind-the-Scene —- 


= from the Nation’s Capital 


LG 


WASHINGTON, D. C.—From 
President Eisenhower's an- 
nouncement of his availability 
for a second term through the 
medium of vetoing the Gas bill, 
some considerable consequences 
of both a long- and short-term 
character can flow. 


First, as to the President’s 
availability. Until the doctors 
reported that the President was 
capable, many observers were 
doubtful that the President 
would run. Excluding the naive, 
after the doctors found the 
President good for five to 10 
years more of an active life, 
seasoned observers were wait- 
ing only for the formal an- 
nouncement. Curiously, the 
doctors did not settle on some 
odd figure like three to seven 
years, which might raise ques- 
tions as to the President’s ca- 
pacity to serve the balance of 
this and a second full term if 
elected. 


In the veto of the Gas bill, 
however, is the clincher that the 
President intends to run. This 
is not as is most generally sup- 
posed, merely because the Pres- 
ident, by taking the “popular” 
side of a demagogic issue, 
showed an obvious concentra- 
tien on political motivations. 


Mr. Eisenhower’s concentra- 
tion on the political angles was 
intensified when it is appre- 
ciated what the President did to 
the Republican party in Con- 
gress by his veto of the bill. 


Both Joe Martin, the Repub- 
lican leader in the House, and 
Charley Halleck, his assistant, 
voted for the bill in the House. 
Halleck spoke for it. A majority 
of the Republicans in the House 
voted for the bill. In the Sen- 
ate, 31 of the 53 votes for the 
Gas bill were Republican. The 
long-suffering Bill Knowland, 
as Senate Republican leader, 
stuck his neck way out on be- 
half of the Gas bill. 


Ike Opposed 


Few will be deluded by the 
President’s indication that he 
liked the principles of the bill 
but fell for the strategem used 
in an attempt to wreck the bill 
in the last minute in the Sen- 
ate—the horrendous public in- 
dignation of Senator Francis 
Case (R., S. Dak.) over the 
campaign gift of $2,500 from an 
oil man. 


This is not considered in- 
trinsically significant, for among 
the $30,000-plus of labor union 
campaign contributions in 1954 
te Senator Paul Douglas (D., 
Hil.), who assumed leadership of 
the Senate opposition to the 
Gas bill, were two separate con- 
tributions of $2,500 each from 
the CIO-PAC. The CIO put 
terrific pressure on against the 
bill, 


Rather, the great majority of 
the moron trade is expected to 
take it that Mr. Eisenhower 
accepted the opposition thesis 
that it was a bill to raise gas 
prices, so the President killed it. 


In other words, the practical 
political effect of the Presiden- 
tial veto is that it is a repudia- 
tion not merely of the majority 
of the Republicans in Congress, 
but of the Republican leader- 
ship in both Houses. Charley 
Halleck, for instance, is such a 
consistent supporter of Mr. 
Eisenhower that he has altered 
his own views sharply to con- 
form to the White House line. 


Washington .. . 
And You 


| 
| 
| 


Plays Presidential Politics 


This is thus the playing, not of 
Republican politics, but of 
strictly Presidential politics. 
For the sake of harvesting the 
benefit of the demagogy raised 
against the bill, the President 
appears willing not merely to 
make monkeys out of his Re- 
publican following, but to give 
the Democrats who oppose these 
individuals for re-election an- 
other apparent clear-cut politi- 
cal advantage. 


It is not that this is the first 
instance of the White House 
playing it for No. 1 over the 
Republicans in Congress. In 
countless ways, in patronage, in 
its sponsorship of welfare and 
spending issues generally re- 
pugnant to the conservative 
wing of the party, the White 
House has been heedless of the 
welfare of his Republican mem- 
bers of Congress. 


This is just the most spec- 
tacular expression of this brand 
of politics. 


Fighting Party Risky 


Well, what can the angered 
Republicans do about it? This 
is the retort which the White 
House politbureau probably 
would fire if asked privately. 
After all, Eisenhower is still im- 
mensely popular, they would 
say, so shut up and go along. 
So long as the President is in 
fact overwhelmingly popular, 
there is nothing the politicaity- 
ravished Republicans can do 
but sputter in their corners in 
silent political frustration. 


However, a President who 
brutally sacrifices his following, 
if only on one major issue, does 
so at an eventual peril of great 
magnitude. One difficulty the 
current GOP Administration 
generation has is the absence of 
long political experience. Harry 
Truman was just as heedless of 
the moderate and conservative 
Democrats as Eisenhower is of 
his moderate or conservative 
Republicans. It didn’t stop 
Truman from getting a second 
term. 


In the end, however, it was 
the accumulating hatred of 
many Democrats which made 
possible the full revelation of 
the Internal Revenue scandals, 
and what looked like the dis- 
crediting of Harry Truman. 


Republican Congressmen also 
sometimes have influence with 
their constituents, even those 
starry-eyed about the “business 
man’s President.” To “take on” 
or take advantage of the Repub- 
lican party in Congress requires 
a cockiness that old hands in the 
political game find does not pay 
off very long. 


Promise Broken? 


From every quarter of this 
town comes the report that 
the President is said to have 
assured his GOP following 
that while he would not ac- 
tively support the Gas bill, 
he would not veto it. Neither 
the oil industry nor _ the 
Democratic and Republican 
leadership would have been 
so quixotic as to have worked 
for the bill, it may be assumed, 
had they not believed they had 
some such assurances. 


If this report is correct, then 
Mr. Eisenhower apparently has 
followed strictly in the Truman 
groove. For the “dope” was 
that with the Kerr (and like) 
Gas bill of 1950, Senator Robert 
S. Kerr (D., Okla.) consented 
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“Don’t you think, Father, you might reduce your cap- 

ital risks by averaging 7—In a receding market when 

prices are averaged downward, a price trend reversal 
could possibly effect greater capital gain!’’ 


to let the White House write 
amendments to the 1950 bill to 
make it palatable to Mr. Tru- 
man. Then after passage, Mr. 
Truman vetoed it. 


Won’t Hit Program 


There are three exceedingly 
angry gentlemen as a conse- 
quence of the President’s veto. 
One is Speaker Sam Rayburn. 
The other is Senate Democratic 
Leader Lyndon Johnson. The 
third is Bill Knowland. Friends 
of the three say that Mr. 
Eisenhower as a result of his 
veto can just about forget 
getting anywhere with his legis- 
lative program this year. 

This possibility may be dis- 
counted on the grounds of their 
anger alone. Messrs. Johnson 
and Rayburn in any case would 
be most unlikely to give Mr. 
Eisenhower any more of his 
legislative program than they 
thought could be passed with 
advantage to the Democrats. 
Bill Knowland does not, as 
Minority Leader of the Senate, 
have the power to get legisla- 
tion out. 


In any case the session is 
developing more and more into 
a probable “do little” if not 
“do nothing” session. In the 
heat of political contest it is 
possible for only a compara- 
tively small docket of legisla- 
tion to pass, 


Gives Ike Room 


One of the short-range con- 
sequences of the de facto an- 
nouncement of the President of 
his intention to seek a second 
term, in vetoeing the Gas bill, 





is that this gives him a lot of 
elbow room, as it were, as to 
how to make the announcement. 


The President can do any- 
thing from openly announcing 
his willingness to run, to openly 
announcing that he would not 
seek a second term. Even if the 
President almost categorically 
says he will not take a second 
term, professional politicians, 
after the veto of the Gas bill, 
would not take the announce- 
ment seriously. They know he 
is “in business.” 

Something logical is a pitch 
in between renouncing and an- 
nouncing. The President could 
say, in effect, that even though 
the doctors said he could live 
through a second term, he did 
not want to subject the office 
of the Presidency in_ such 
parlous times to the hazards of 
his health, that he hoped he 
would not be renominated, that 
there are so many able men in 
the United States (also a 
Truman line) that there was no 
reason the party should select 
him. 

This pitch would have ad- 
vantages: It would convince 
the moron trade that he was 
not ambitious. It would not pro- 
mote the candidacy of a rival 
by a hair’s breadth. All politi- 
cally wise would know that the 
President expected to be 
“drafted.” 


Opens V.-P. Race 


Another consequence of the 
Eisenhower “announcement” is 
that it touches off in earnest the 
drive of the “liberal” wing of 
the Republican party to scuttle 
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Dick Nixon as the Vice-Presi- 
dential nominee. Having been a 
conservative in California 
against Helen Gahagan Douglas 
in the race for the Senate, Dick 
Nixon just might on his own 
some time become a conserva- 
tive again, the “liberals” fear. 
Also all “liberals” who have 
played too close too often to too 
many Communists or too many 
Commie party Knes, are scared 
to death he might revert to his 
Commie hunting that helped 
put Alger Hiss in the peni- 
tentiary. Their argument, of 
course, is not the above, but 
that Nixon, like the late Sena- 
tor Taft, ‘“‘cannot win.” 


[This column is intended to re- 
flect the “behind the scene” inter- 
pretation from the nation’s Capital 
and may or may not coincide with 
the “Chronicle’s” own views. ] 


Business 
Man’s 
| Bookshelf | 


Life Insurance Housing Projects 
— Robert E. Schultz — Richard 
D. Irwin, Inc., Homewood, Il- 
linois (cloth), $4.00. 


Successful Handling of Labor 
Grievances — Bertram R. Crane 
and Roger M. Hoffman—Central 
Book Company, 261 Broadway, 
New York 7, N. Y. (cleth), $5.95. 


Upper Colorado Reclamation 
Project—Pro by Sen. Arthur V. 
Watkins, Con by Raymond 
Moley — American Enterprise 
Association, Inc., 1012 Four- 
teenth Street, N. W., Washing- 
ton 5, D. C. (paper), $1.00 
(quantity prices on request). 


With Goldman, Sachs 


(Special to Tue FINANCIAL CHRONICLE) 
CHICAGO, Ill. — Donald H. 
Ennis has become affiliated with 
Goldman, Sachs & Co., 208 South 
La Salle Street. Mr. Ennis was 
previously with A. G. Becker & 
Co. 


Halsey, Stuart Adds 


(Special to THe FINANCIAL CHRONICLE) 
CHICAGO, Ill. — Richard N. 
Strang has become connected with 
Halsey, Stuart & Co., Inc., 123 
South La Salle Street. 


Forms E. S. Atwood Co. 

BROOKLYN, N. Y.—Eleanor S. 
Atwood is engaging in a securities 
business from offices at 254-56 
Third Street under the firm name 
of Eleanor S. Atwood Co. 





TRADING MARKETS 


Fashion Park 
Indian Head Mills 
W. L. Maxson Co. 

Morgan Engineering 

National Co. 

Riverside Cement 


LERNER & CO. 


Investment Securities 


10 Post Office Square, Boston 9, Mass. 


- Telephone 
HUbbeed 2-1990 





Teletype 
BS 69 














